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CZECHOSLOVAKIA: SET OF MEASURES 
To IMPROVE MANAGEMENT OF THE ECONOMY 


Prague HOSPODARSKE NOVINY in Czech 14 Mar and 21 Mar 80 Supple- 
ment pp 6-31 


[Official text of “Set of Measures for Improving the Planned 
Management System of the National Economy After 1980," as ap- 
proved by CSSR Government Resolution No 42, 31 January 1980 


[Text] The basic requirements for improving the planned 
management system of the national economy at the current 
stage of Czechoslovak economic development have been 
established by the 15th C°’CZ Congress. In part, these 
requirements atem from the need to develop and reinforce 
those elements of the system that are making a positive 
contribution to the efficiency of social production. 
They also derive from the necessity of introducing new 
elements in accord with the demands of accelerated 
scientific and technological developments and with the 
need to intensify the integrating processes within the 
Czechoslovak economy and a broader integration within 
the international division of labor, especially in the 
form of socialist economic integration, which con- 
tributes significantivy to improving the efficiency and 
quality of every kind of work. The i5th Congress also 
stressed the policy of availing ourselves of the 
experience of fraternal sociaiist countries, especiaily 
the wealth of experience accumulated by the Soviet Union. 








These basic principles were intended to serve as an 
approach to, and 4 programmatic basis for, developing 
the management system of the national economy. Indi- 
vidual measures have been and are being prepared as an 
inseparable part of [the process of] insuring the suc- 
cess of the economic policy of the 15th Congress. 


A number of measures were prepared and implemented 
during the Sixth Five-Year Plan. For instance, develop- 
ment programs provided the basis for a more comprehensive 
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to final development was redefined; and the planning 

Of socialist economic integration was intensified, 
Efficteney and quality criteria were emphasized in the 
avetem of plan indicators and were also introduced inte 
the area of enterprise and individual monetary incen= 
tives, The gross production index, which at times led 
to a bias in favor of material-intensive production, 
ceased to be a criterion of plan fulfillment. The 
comprehensive reatructuring of wholesale prices of 

i January 1977 and the associated adjustment of taxes 
and levies were basic measures that aseured more 
realistic price=cost relationships in the national 
economy, Important measures adopted in 1978 con- 
cerned improvemerts in the planned management of mate- 
rial flows, chiefly by improving the system of balances 
in materials management. The government adopted a set 
of measures intended to solve critical problems related 
to management of the fixed asset replacement in the 
areas of capital investment planning, providing labor 
for projects under construction, review by state- 
appointed experts, financing, pricing, etc. 


Also, in accordance with the 15th Congress Directive, 

4 comprehensive set of measures was drawn up to 
facilitate overcoming management problem on a quali- 
tatively new basis appropriate to the conditions lead- 
ing to developed socialism. To test the elements of 

the system before introducing them into general prac- 
tice, we have undertaken a comprehensive experiment in 
efficiency and quality management incorporating previous 
results, practical experiences and theories, as well as 
the results of economic experiments in the USSR. A 
significant role in improving the management process has 
been played by suggestions and consultations concerning 
trends in improving management in other socialist states, 
especially those measures adopted to improve the economic 
mechanism in the USSR. 


The Main Guidelines for Improving the Planned Manage- 
ment System of the National Economy After 1950 are 
based on these earlier efforts. The guidelines have 
been discussed and approved by the Presidium of the 
CPCZ Central Committee and by CSSR Government Resolu- 
tion No 167/1979 as the basis for a set of specific 
measures. In accordance with this CSSR government 
resolution, the Government Committee on Problems of 
the Planned Management of the National Economy 
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of all regional (|interaectorai) aha some selected 
branch organizations. The result of these efforts is 
the proposed Set of Measuces for Improving the Planned 
Management Svatem of the National Economy After 1980, 


These measures constitute a program conceived as a 
unified whole that will be implemented in stages. Most 
of the measures will become applicable when the prepa- 
rations for the Seventh Five-Year Plan begin. The 
remaining measures have been scheduled for introduction 
on the basis of their state of readiness and social 
importance, 


As these measures increasingly take effect within the 
planned management system they are also expected to 
lead to a systematic increase in the quality of plans 
(particularly in terms of stabilization and efficiency) 
and high standards in other aspects of management 
mechanisms by developing and improving direct manage- 
ment and organization at all levels of management. The 
measures also derive from the fact that the planned 
management system, as 4 set of management tools and 
procedures in the organizations, must actively and 
effectively assist in creating all these specific pre- 
requisites and conditions and, especially, in preparing 
a high-quality plan. With respect to these broader 
aspects, the development and, most importantiy, the 
increased effectiveness of the management system are 
contingent upon: 


a) Increasing the quality of decisionmaking with 
respect to particular proolems at all levels of 
management through the use of systematic analysis, 
the utilization of information concerning domestic 
and foreign market fluctuations in every way possi- 
ble, and the application of rational and effective 
decisionmaking methods; 





b) Increasing the quality of management itself, 
assuring an approach based on initiative and an 
increaced sense of responsibility to the society for 
carrying out the decisions received, for applying 
rigorous standards, for iastituting a rational divi- 
sion of labor in the management and eliminating 
bureaucratization; 


c) Increasing planning, economic and labor discipline 
and compliance with legal provisions in all areas and 

















at aii d@eveis Of Maha@gement. bh accoreaice 

these aims, i. ia necessary to tigiten up the contrel 
syatem, to require personal accountability for task 
fulfillment, and to draw conclusions when tasks are 
not fulfilled, 


Measures for improving the pianned Management of the 
fational economy must, therefore, be understood and 
applied as a constituent part of improving the entire 
economic mechaniem of the management of a socialist 
economy. 


The effectiveness of management and, consequently, the 
etfectiveness of the changes made in the system of 
planned management will depend to a decisive degree on 
subjective factors, especially the quality of work by 
industrial managers and supervisors. The dynamics of 
social development will objectively increase the 
demands made on management. The ability of management 
to meet these demands and to deal with the challenging 
task of building socialism thus becomes one of the key 
criteria for judging their political and professional 
competence. Therefore, it is becoming more and more 
important to assure that the quaiity of professional 
preparation corresponds to the difficulty of the tasks 
at a specific stage in the socio-economic development 
of the nation. 


I. IMPROVING THE QUALITY AND EFFECTIVENESS OF NATIONAL ECONOMIC PLANNING 


Key approaches to improving planning at al) levels of management will 
include reinforcing the long-term view in planning through utilizing to 
a significant extent goal-oriented program planning aimed at achieving 
the highest [possibl: | national economic performance, improving plan 
development and deta ling methods, and increasing the effectiveness with 
which plan fulfillment is controlled and evaluated. The basic aim here 
remains to provide for balanced and efficient economic growth through a 
more effective integration of our economy into the international divi- 
sion of labor and, in particular, within the socialist economic integra- 
tion. Attention must be focused on the key components of the replace- 
ment process, i.e., on the planned development and application of science 
and technology in the national economy, on the replacement of fixed 
assets [long-term asset replacement], on the replacement, allocation and 
utilization of labor, and on foreign economic relations. 
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criterion to be uged in making decisions ia the extent to which scilea= 
tifa atid technological adVaiices contridute to tie economy, 







it is for this purpose Chat the State Planning Commission and the centrai 
agencies are directed to organize work on the iong=term outlook and the 
five-year and annual plans according to the following principles: 








i. Within the {ramework of the long-term outioox for national economic 
development, prepare the details for key sections of the long-term 
comprehensive programs aimed at establishing the sain trends in struc- 
tural and qualitative changes and selected goals in interdisciplinary 
and intersectoral relations. These goals are to be defined in terms of 
technical and economic parameters and the principal steps toward their 
accomplishment spelled out. The pcograms should encompass the entire 
evcle from scientific research to .ts developmen: and application in 
practice. 











in the five-year plans, develop an estabiish within the context of the 
long-term comprehensive programs and especially in the form of state 
goal-oriented programs, the key tasks intended to: significantly 
increase the export capability and reduce import requirements while 
maintaining effective foreign economic relations; establish the key 
research and development tasks and achieve a corresponding [high] 
technical-economic standard in production processes and the utility of 
these products; achieve efficient management of material resources; 
improvements in labor productivity; absolute manpower savings and the 
efficient utilization rates of capital assets. 






















State goal-oriented programs should be coordinated with tasks stemming 
from the long-term goal-oriented programs of the CEMA member countries. 
These programs must set goals for increasing efficiency which will bring 
it up to world standards; estabiisi a volume of production and how it is 
to be used, and the key research and technological development tasks; at 
the same time, they must estabiish price limits and allocate the resources 
needed to implement the programs, as well as define tasks that will pro- 
vide solutions to social, organizational, transportation and environ- 
mental problems. The tasks and the provisions for implementing the 
programs are to be clarified in appropriate sections, balance statements 
and indicators cf the five-vear and annual plans at all levels of manage- 
ment. 
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will be rewritten as state goai-or.ented program. 


‘ ine % nN the long-term outiovn of economic an. social development 
is to be started with the objective of iaying the groundwork for a long- 
term economic-poiicy orientation and for the preparation of five-year 
piaane. These efforts should be orzanized so that: 

--vuring 1980, work on the long-term outlook is focused on insuring the 
founcations essential for preparing, developing and impiementing the 
Seventh Five-Year Plan, as well as the bases for the main objectives for 
ind trends in social development up to the vear 2000 and for the funda- 
mental technological and economic conditions necessary for their imple- 
mentation; 


--By 1953, long-term comprehensive programs and long-term development 
oncepts for the major sectors will have been prepared; 


--For the pre-1985 stage, efforts are concentrated on the final compre- 
hensive formulation of the draft of the long-term outlook expressed in 
terms of five-year plans and on bilateral and multilateral coordination 
with CEMA countries; 


--The preparation of the guidelines for the Eighth Five-Year Plan 
itself, and the implementation of long-term goal-oriented cooperation 
programs and the continued coordination of our national-economic plans 
with the CEMA member countries are directly incorporated into the work 
on the long-term outiook. 


Work on the long-term prospects is to be further developed as a permanent 
activity at all levels of managemeat; the five-vear plans should be 
directly derived from these prospects, which are to be redefined in 
greater detail in the course of preparing the five-year plans. 


The Czechoslovak Academy of Sciences and the Federal Ministry for 
Investment and Technological Development, in cooperation with the appro- 
priate central agencies are enjoined to prepare, in the course of working 
on the long-term prospects, a prognosis of future research and techno- 
logical developments in the CSSR and throughout the world. 
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insure the necessary cooperation between the supplier and consumer VHJ's. 


J, The fiveevear plan, subdivided into annual plans, is the basic plan- 
ning torm upon shich economic activity its organized at all levels of 
management of the national economy. The plan establishes the basic 

obje tives, defines the limits of vesources necessary for their attain- 
ment, and determines the economic conditions, especially the incentive 
aveatem standards. The use of five-year plan indicators is to encourage 
all levels of management to take advantage of advances in science and 
technology, to achieve high standards of social production and the 
efficient integration of the economy into the international division of 
labor. 


All levels of management are to apply consistently, as a key criterion 
in plan development, the data for the efficiency indicators, which 
include the ratio between the fco (all charges paid} and the wholesale 
prices, prices per kilogram, profitability, standard material consump- 
tion, capital asset utilization rates, labor productivity, etc., and 
to do this while setting tasks for approaching the standard of other 
technologically and economically developed countries. 


4. The choice of indicators is to be concentrated gradually on the 
decisive technical and economic processes in order to increase the 
efficiency of the system of binding pian indicators and, at the same 
time, to emphasize the following indicators: 


Technological Development 





--Binding technical and economic parameters and deadlines for completion 
of research and development projects; 


--Price constraints on products manufactured on the basis of technologi- 
cal developments; 


--Technological development tasks for the state goal-oriented or long- 
term comprehensive programs. 


Production and Marketing 


--Share of products of high technical-economic standard (technically 
advanced, lst quality), fashionable, and luxury products; 


--Deliveries for export according to the determinant sectors; 


--Deliveries for domestic trade; 


/ 
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Bectors, 


-=Faciiity consignment aad start-up deadlines as well as pro,ress dead- 
lines during their construction; 


-Deliverles for construction designated by the state plan as a priority 
S rc i¢ t: 
} , 


--Deliveries for construction with budgeted costs of over Kes 2 million; 


--Deliverites to meet production requirements (deflated [indicator], i.e., 
outside the economic production unit); 


--Tne tasks of increasing the comparative (price) indicator (relation of 
fco (4.4. charges paid) and wholesale price); 


--Increase in per-kilogram prices for selected export products (in the 
economic plans); 


~-Production (deliveries) of selected goods in physical units, including 
selected .asks aimed at fulfillment of state goal-oriented programs ; 


--Production tasks at selected new facilities; 


--Production based on completed projects in scientific and technological 
development ; 


--Complete-plant export projects; 


--Projects in fulfillment of obligations accepted in coordination with 
and in international agreements with CEMA countries. 


Capital Replacement 
--Construction designated as priority projects in the state plan; 


--List of centralized construction projects having government approval 
to proceed; 


--The most important binding technical-economic parameters for construc- 
tion; 


--Budgetary constraints on expenditures for other initiated construction 
budgeted at over Kes 2 million contingent upon compliance with the 
balance of the budgeted expenses; 
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at over Kes 2 million (tor orientation purposes )*; 
--Constraints on work and deliveries for construction under Kes 2 million 
of budgeted expenditures and machinery and equipment not included tn the 


budget **; 


--Technical-economic criteria for arranging investments financed from 
the development fund; 


--Capital asset modernization and rebuilding projects (including projects 
in selected population centers) and targets for the results they achieve; 


--Plant and manufacturing facilities liquidation projects; 
--Programs for scrapping machinery fixed assets. 


Capital Goods Supplies and Consumption (MTZ) 


--Balances and constraints on critical raw materials, materials, products, 


fuels and energy; 

--Key technical-economic indicators (consumption and supply standards) ; 
--I[mport constraints (by volume as well as on selected items). 

Labor and Wages 

--Increase in labor productivity (adjusted value added); 

~-Labor force constraints of which, for selected capital construction 
projects and increased shift-work, state goal-oriented programs and 
selected population centers will impose 

--Limit on [number of] technical-managerial employees; 

--Binding constraints on wages payable. 

Financial Plan 


--Return on production assets or, in substantiated and verified cases, 
return on production factors; 


--Length of inventory turnover; 


--Revolving fund capital tied up in inventories; 





* ** The sum of these two categories forms the so-called fixed-limit 
investments as defined in paragrapa E2. 




















--Rules for fund formation (contributions from profits and depreciation 
to the development fund, contriputions from profits to contingency fund, 
and contributions to the technical development fund); 


-=Levies on depreciation; 





--Purpose of the levies; 

--Constraints and rates for grants and suieidies; 

--Share of total costs per Kes 1.00 of production; 

--Share of credits for investment. 

The State Planning Commission is enjoined to develop a set of binding 


indicators (projects) for the Seventh Five-Year Plan in accordance with 
the above guidelines. 





>. For the preperation of annual plans, the five-year plan is to estab- 
lish a relationship between key projects and the incentive system rules. 
In cases where the VHJ's (enterprises) adopt a higher goal for their 


annual plan than established for ° iven year by the five-vear plan: 
a) Their planned basic compon of wages payable will be increased in 
direct proportior to their adju:': 4.ue added, and the incentive wage 


component in proportion to return on production assets, production fac- 
tors, or export efficiency (in distinctly export-oriented VHJ), and their 
contribution from profits to the development fund is determined by profits. 
This mandatory relation should thus make possible an increase in the 

level of average wages when higher goals for increasing labor productivity 
are accepted; in cases of nonfulfillment of the five-year plan tasks, 
linear reductions in pay are to be imposed; 


b) Preferential treatment is to be authorized for the formation of the 
export incentive fund depending upon: the development of comparative 
(price] indicators (fco-VC [all charges paid-wholesale prices]) while 
meeting export tasks at wholesale prices; in case of failure to fulfill 
five-year plan objectives the fund formation is to be lowered. At the 
same time, incentives to earn foreign currency are to be implemented. 


The State Planning Commission, ihe Federal Ministry of Finance and the 
Federal Ministry of Labor and Social Welfare are enjoined to develop rules 
for preferential treatment according to paragraph b) above. 


6. The work on the five-year plan is to be organized as an effective 
system of verification, progressive redefinition, and itemization of the 
plan proposal at the individual levels of management; it is to insure a 
balanced proportion of the planned projects and a definition of linkages 
between the branch and sectoral aspects of the development to insure a 
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cseveisopment of the five-year pian, especialiy in the sense that the Vil‘ 
afe to esa@bofate afd submit substantiated data for the deveiopment of 
PFOxgreseive Piahe,. tie Centar brahehd agencies are to insure that, under 
their coordination, the VJ develop and implement systematically the 
teciMical=-econemic concepts of theit deve lopment (sectoral development), 
ifeludif¢ programa for modernizing and concentrating the industrial base 
wid iMer@asing the shiftework ratio, These concepts, together with the 
estabiished ditectives, are to serve as the starting point for the VJ in 
preparing their five=vear plan preposal and will enable them to be in a 
more effective compliance with the approved five-year pian. 


hve centfal Sfanch agencies and the VJ are enjoined to develop and 
ifleure, iff their economic plans and in their breakdown for subordinated 
organizations, compliance with constraints and economic conditions estab- 
lished by the state five-year plan, including ite breakdown for individual 
years in the five-vear plan. Economic plan and plan breakdown indicators 
ate to be differentiated, both in substance and in methodology, according 
to the specific conditions and projects of the individual branches, VHJ, 
and enterprises. The success of branch, VHJ, and enterprise economic 
pians is to be insured through appropriate technical and organizational 
Seasures, ifciuding measures to be taken in management organization. 





'» The fundamental objective of the annual plan is to provide for and 
organize the fulfiliment of the critical taske and goals of the five- 
year pian in 4 way that corresponds to the course and results of its 
implementation, even in situations where foreign and natural conditions 
in particular are significantiy di‘ferent from those foreseen by the 
five-year pian. in the event that these differences prove so extensive 
as to significantiy affect the remaining vears of the five-year pian, the 
national five-vear economic plan will be adfusted. The task of the 
annual pian is also to respond to the current needs of the society and to 
taxe advantage of a)) possibilities for accelerating economic develop- 
ment, especiaiiy taking advantage of unforeseen scientific and technical 
sascoveties anc, from this perspective, to formulate the five-year plan 
Odjectives more precise] 


ordert tO Maifia mm active controlling roie of the VJ five-year plan 
and the economi, nGitions resulting from it in the process of imple- 
menting the pian, while creating conditions permitting the annual plans 
to fulrill their role even when there are deviations in the VilJ annual 
pians trom the five-year plan without having to change the iatter, the 
entral agencies will allow the VHJ [economic production units] some 

fiexibility in meeting selected five-year plan objectives and under 

given economic conditions. Oniy if it becomes necessary to limit this 
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fhe medium of monetary incentives in the counter=planning process will bs 
above ail a@ system of ties between its important objectives and the tools 
Of the ineeAtive system, Jie adeplionh Of Fe detandifig tasks iff the 
annual plane Chan those established by the five-year pian is to be taken 
into . count iff any evaluation, 


At ali levels of management, the system of annual plan projects is to be 
derived from the syetem of five-year plan indicators and adjusted te 
cofrespond to the basic function of the annual plan==-to insure and to 
implement the projects and objectives of the five-year pian in the 
specific conditions of the given branch, VAJ, or enterprise. From this 
point of view, the syetem o. the annual plan indicators will basically 
contain the five-year plan indicators (without excessively repeating the 
project@ established in adequate detail by the five-year plan and in 
accord with the development requirements in the planning year), it will 
supplement it ([the five-year pian] by providing for additional tasks or 
giving concrete expression to the ive-vyear plan and elaborate on it 
While remaining within the given constraints. 


To ingure these stated objectives, the State Pianning Commission is 
enjoined to: 


--Establish specific procedures for the development of annual plans, 
especially with 4 view to the poss.bie necessity of more extensive 
interventions in the economy during the progress of the tive-year pian 
implementation; 


=--Develop jointiy with the Central Council of Trade Unions guidelines 
for the implementation of counter=-planning in accordance with the stated 
principles. 


The State Planning Commission and the central agencies are enjoined to 
appiy the system of indicators of the pian projects in the annual plane 
in accordance with the above-mentioned principles. 


5. Changes in projecte, constraints, and economic conditions established 
hy the pian may oniv be approved 5 the agency of the economic management 
Which prepared tiem ‘n the plan break-down. Shitts in tasks (reductions) 
and “softening” of conditions for badly managed organizations is not to 
be allowed. Changes in the plan are to be limited to mAKiINng improvements 
in efiiciency and preventing ‘mbalances. 
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sclefice and techaneleey, 
Mpiete aiance betwee fresavuufecer tf Pecuseretrent is tu ve 
red a comprehensive svatem of mutuari ifterreiategd propor 
t ivy expreseed in terme Of Vaiue atructural an warketing) and 
i material fesources and 44 ations, i S\ atefial 
balances *e to be developed 48 4 Seafie « erifvine aad tnsuring the 
structure of roduction and its balance with coasumption ane ite struc 
tus 
11, #Alea paALiances, @ Apressec n whetary tere, are tk etermine tot 
oni the ealese to meet final national econemic needs, But 4180 to meet 
producti quirements outside the originating Vi. Thie i to delimit 


and insure the overall production and marketing goals to meet the needs 
the e onony ‘4 national industrial dietribdbution svat 


\ balanced relation of production to capital investment and exportée is 
te be gradually developed and broken down into categories corresponding 


t the Kev proauction sectors. 


epending on the extent of state plan stabiii ation (in raw materiais, 
, and final produccs which are of key importance in main- 
iining national economic balances), the roduction stabilization is to 
ommensurabiy expanded to other products at the centrai branch agency 
ind VH! levels; at the same time, a stabilization program in selected 
turn-key plant projects and the requisite component subdeliveries is to 
Se estadiished. 


33 #sift pro esa 


role of ijnmational, distribution svet« ise to be expanded in such @ 
wav as to become an efficient tool in the cGeveiopment of products being 
sed; an instrument in the prospective development of production in 

accordance with the growite consumotion and ite structure; an instrument 
for the management of structural cianges, integration into the iater- 
ational division of labor, internal @pecialization and production 

operation; and an instrument in the formation of an industrial base 
through the implementation of an iavestment policy. 


Agencies and organizations called upon to maintain balances in specifi« 
rav ana processed materiais, products, anc energy are responsibie for 
the overall balance of the plan's requirements in terms of resources 
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that these established baidatices ate felre tee in other pafte of bie 
plan, 


The appteptiite ageficies of ifhduelrias Gaheagement afe feepenheibvie tor 
eatisfving the needs of the Rational economy and of the population wit 
ati appropiate mix of geods if Ehe frequifed time and so atione ana if 
conformity with the material balances, 


The State Planning Commission is eajvoined to adept uniform and biading 
procedures for stabiligation a. the level of central branch agencies 
and Vi general management, 


2. In cases where it ie useful to concentrate the coordinating activity 
of the production sectors, or ite elements, of several VHJ or branches 
at one location, the wee of gesce [centrally coordinated management) is 
ufged, 


Import=-marketing coordination management |gesce) ia to be significantly 
expanded with the objective of effecting a more efficient expenditure of 
foreign currency and streamlining of marketing procedures; these (| gesce |) 
are to be organized especially in cases of reguiariy imported item for 
large numbers of domestic consumers including spare parts for imported 
engineering products. 


in order that full advantage sav be gained from the import-marketing 
gesce, the State Bank of Czechoslovakia, in conjunction with the State 
Planning Commission and the Federal Ministry of Foreign Trade, is 
enjoined to resolve foreign currency regulations in a way corresponding 
to characteristics (classification) of products which are subject to 
import=-marketing gesce. 


3. The system of negotiations and settiements in supplier-consumer 
relations during the planning process is to be strengthened. 


Deliveries for scientific and technical development must be identified 
and secured by contract to cover periods of the basic stages in the 
science-technology--production-.tiligation cycle; deliveries for capital 
investments and export of turn-key plants for the entire period of such 
construction; and deliveries for tne manufacture of products with a long 
production run for the entire period of the production phase. At the 
level of the anvual plan, these supplier-consumer relations are only to 
be clarified. 


The negotiation stage in supplier-consumer relations is to be expanded in 
the sectors concerned with export of complete plants, the subcontracting 
for machinery and equipment and other individual [capital goods) items 
and contractual responsibilities for deliveries needed for the final 
assembly of exported turn-key plants are to be resolved. 
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mpletely cleared up at the appropriate Managenent lovers afd within 
established deadlines, The disagreements are to oe resolved alter a 
thoreuaeh examination of both the fuseurce aud dlatributioni sides, 
buding explanations of tadividual requirements and a guatanteed 
entation of the plan priority projects. the prifncipie te Co be 
ptadually applied that supplier=consumer relations, crucial to the 


teaiization of tie agency's of organizations’ Diane, must be agreed to 
it the etage of concluding and breaking down the plana. 


Ihe State Planning Commission and the CSSR State Arbiter are enjoined to 
levelop, according to the stated principles, the provisions for establish: 
ine supplier-consumer relations during the planning process, including the 
i.ve=vear plan, 


4. Those responsible for important production programs, state goal- 
oriented programs, implementation of key scientific=technical develop- 
mente, and the construction ministries responsible for comprehensive 

estdential construction programs are enjoined to formulate, together 
with proposals of measures as part of the plan recommendations and 
analysis of comprehensive safeguards to assure sufficient materials for 
thei respective productions, taking into account quantities, product 
mix and delivery deadlines as well as the technological standards of 
the produced subassemblies. 


The central branch agencies, VJ and enterprises are enjoined to submit, 
within the framework of their five-year plan proposals, proposals for a 
timely prevention of bottlenecks in providing for their production needs 
together with the estimates of their funding requirements and of the 
overall effectiveness of the proposed measures. 


The State Planning Commission is enjoined to specify and delimit these 
obiigations within the unified methodological instructions for develop- 
ing the appropriate plans. 





5. All economic management agencies are enjoined to preplan readily 
available marketing reserves for the consolidation of the supplier- 
consumer relations even the cost of sales inventories. When appropriate, 
the inventories are to be centralized and used in operations to assure 
steady flow of supplies for development, production and capital con- 
struction. 


tconomic management agencies are enjoined to screen regularly any unused 
inventories and inform selected organizations which routinely sell those 
products to a wider range of customers about them. They are also to work 
on integrating the CSSR into the international exchange among the CEMA 
member countries. The State Pianaing Commission is assigned the respon- 
sibility for developing binding procedures for this purpose. 
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itfa ranch agencies are enjoined to secure and implement, within the 
LraMework Of program for improving bie OTpeahizalion of MafhageMent, 
increasing the efficlency of marketing and supply management (including 


intra=enterprise avatems) and centraliazing market! Nd gupply activ- 
(ties at the VHJ or central agencies as useful. in ti 4 sense they are 
to attain: 

~-VDelivery tlexibility, rellability, and readiness of the marketing and 
supp !y organigationa to arrange for necessary inventories of the entire 


product mix they need for the purpose of reducing the order and delivery 
times and provide for a regular satisfaction of the customer needs. For 
tuls purpose they are to secure deliveries from the producers based on 
tue timely negotiation of supplier-consumer relations and the conclusion 
of commercial contracts; 


~-Stabilizing the movement of goods and their unalterable destination. 

\t the same time, they are to set a new minimum amount of purchases from 
production and the conditions for purchases from marketing organizations. 
They are also to insure that for the product mix delivered by the 
marketing organizations commercial-technical, advisory, and maintenance 
services are provided, as well as expansion of full service product mix 
deliveries according to the type of the selected circle of customers 
(so-called professional supplies). 


6. <A more consistent structuring of supplier-consumer relations in the 
process of plan formulation and insuring of the planned ratios of the 
objectives, and of securing material resources for their implementation 
as well as improving the efficiency of the contracting system, is needed. 


The obligatory signing of long-term commercial contracts is to be 
expanded and, particularly, preliminary agreements concluded, at the 
level of economic management agencies on the basis of long-term planning 
schedules covering the entire five-year plan or the duration of the 
planned project, these are to become a binding basis for setting objec- 
tives for the preparation of the implementation plan, for the break-down 
of the annual plans, balance statements and assignment plans. 


There is to be an expansion of mandatory commercial contracts on the 
bas's of planning schedules which will contain at least the approximate 
scope and completion time and bring together the supplier and consumer 
Organizations, especially on the basis of assessments and distribution 
plan schedules a»proved at the level of the central agencies and VHJ 
general directorates. in cases where the obligation to conclude a com 
mercial agreement is established by law, it is to be extended to the 
deliveries and subdeliveries for securing the projects specifically 
established by the federal government for long-term contractual obliga- 
tions and to deliveries of spare parts for the delivered products to 
the extent necessary to cover essential needs. 
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Bippller production Ofrgpanisalions LA Bue a Way Chae Cie preathed scope ol 
4 | /er.es 3 COVE Tee DY the commercial Contract CONC uUGee@e BHOFELY at ter 
the eaplration of the order and before the quarter the deliveries are due, 


cases and conditions under which tie higher-ievel agencies will be 
empowered to authorize an exception are to be covered dy egal PFOViB.OnS 
(for example, indispensadle reserves, reasonadie procuction for storage, 
casea of break-downs). 


i’ LSSKR State Arbiter, in cooperation with appropriate central agencies, 
i» enjoined to develop appropriate directives according to these prin- 
ciples. At the same time, the effectiveness of th. financial penalties 
for violations of contractual relations is to be increased specificaily 
in that the penalties which have not been invoiced and paid on time will 
ave to be patd into the federal treasury not only by the organization 
which dia not assess and demand the payment of the penalty but by the 
organization which failed to fulfill the contract and was to have paid 

it as well. The effectiveness of the economic penalties is to be 
reexamined and they are to be used on the basis of a decision of the 
agency of the economic arbiter against the most serious antisocial 
behavior of organizations and agencies of economic management, for 
example, in cases of failure to fulfill obligations established for 
negotiating supplier-consumer relations and dispute mediation, deliberate 
setting of excessive requirements in the planning process, violations of 
legal obligations in changing production programs, etc. 


Central branch agencies are enjoined to inspect for timely and consistent 
saking of agreements and fulfillment of commercial contracts and draw 
ipprepriate conclusions for any violations. 


Ceatral branch agencies are enjoined to examine and, effective in 1961, 
shorten the terms of delivery so that they provide for only the time 
actually needed for the preparation, production, and delivery of the 
product. 





The State Planning Commission and the CSSR State Arbiter are enjoined 

to develop the question of gradual transition to evaluating the activity 
of economic production units and enterprises on the basis of agreements 
arranged and compliance with the terms of contracts. 


7. A system of standards serving to raise the quality of plan develop- 
ment, specifications, and monitoring of its implementation in terms of 
quality is to be gradually built up and systematically implemented. 


These standards must express and iasure the contributions of technological 
developments to each economic task, the experiences of inventors and 
innovators and socialist work brigades. A system of aggregate consumption 
standards is to be formulated for the use of higher management levels. 
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Activity divected at iitemeifyineg Che sffivence of Cecinas ai staidardiza- 
tion of preduct quality and consolidation of production, especially in 
terms of conserving raw materials, parte and energy, must, above ali, 

be focused on key sectors of the national economy, 


As {ar as uniformity and accuracy Of Measuring aiid Measuring Gevices 
used in metrology are concerned, tie emphasis should be shiited to the 
production sphere, particularly in key industrial sectors. 


The Federal Ministry tor Investmen’s and Technological Development, the 
State Planning Commission, and the Bureau of Standards and Measurements, 
as well as other central agencies, are enjoined to develop, in their 
respective areas of activity, long-term programs for developing a 
standards base, encouraging ite coreistent use and develop conditions 
for its use in the planning process; the programs are to insure that the 
work ia oriented primarily toward standards in consumption of raw and 
processed materiale, fuels and energy, inventory standards, standards of 
utillzation of production facilities, state technical standards and 
development of a wider application of the system of technical-economic 
indicators for the planning and implementation of capital investment. 


Explicit standards (in their aggregate) are to be established as plan 
objectives and responsible employees are to be encouraged, through 
monetary incentives, to implement them or to have punitive measures 
imposed for their failure to meet them. 





8. The State Planning Commission and the central agencies are enjoined 
to develop, in drafting the plans for national economic development and 
economic plans tor individual sectors, adequate material and financial 
resources to assure a smooth and balanced economic development in 
accordance with the basic obtectives and tasks of the five-year plan. 
Unused capacity is to be exploited for a flexible adjustrent of annual 
plans to routine (but not unusual) deviations from the five-year plan 
and for routine adjustments in external conditions; to support the 
acceleration of the five-year plan objectives and the implementation 

of new and unforeseen scientific and technical developments; to support 
more rapid development of the more progressive VHJ and production pro- 
grams; and to take advantage of additional export and import possibilities. 


The State Planning Commission is enjoined to develop, relative to the 
unresolved specific problems of development after 1980, the systemic and 
methodological aspect of the creation and utilization of our potential 
strengths with the necessary differentiation based on the conditions 

and needs of the individual levels of management. 


9, The Federal Price Office is enjoined, in cooperation with the State 
Planning Commission, the Federal Ministry of Finance and other pertinent 
agencies, to further strengthen the concept of centrally planned price 
developments and conscientiously update the price system as one of the 
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planning and ifeuring the balafice setWeen Che Macerlal ane Valuation 
processes, The price development plan is to be linked to the develop- 
ment concept of the Seventh Five-Year Plan and state goal-oriented 
JTostate,. 


‘rices are to be used more effectively to support the tasks and objec- 
tives of the plan (the price incentive anc motivation through structural 
cVanges in production and consumption, in innovation processes and in 
etficltent alterations of product mix, product quality, foreign trade 
exchange effectiveness, etc.); to support economically justified 
protitability by taking advantage of operational changes in pricing and 
in setting prices for new products. 


Che State Planning Commission, the Federal Ministry of Finance, and the 
Federal Mintetry for Iavestment and Technological Development are 
enjoinea to improve the methods of projecting the price changes into 
the plans, construction budgets, and their implementation; at the same 
time: 


~-Jased on the development of a system for utilizing financial instru- 
ments to cover the price differences resulting from price changes 
implemented in stages in the years 1981-1982, evaluate the effectiveness 
of using this system in future years; 


--fo the extent necessary, proceed in such a way that the adjustments in 
wholesale prices of fuels, energy, raw materials, materials, transporta- 
tion, and other products and services contribute to exerting a more 
etfective economic pressure on the level of conservation, production 
efficiency and consumption in that the consumer will be compensated for 
the increase in prices of these products and services from their 
profitability of production, and tnat, to a certain extent, it will 
represent a supplementary objective to the planned reduction in costs; 
for the purpose of reinforcing the effectiveness of prices, the process 
of the plan development of wholesale prices is to be consistently tied 
with the other parts of the plan at all stages of its development and 

at all levels of management. 


The State Planning Commission, the Federal Ministry of Finance, the 
Federal Price Office, the Federal Statistical Office, and the central 
»ranch agencies are enjoined to evaluate the usefulness and feasibility 
of implementing in the VHJ five-year plan a classification of costs 
according to production sectors for the purpose of expanding the plan- 
ning of costs and, especially, developing the basis for planning the 
price development. 


The Federal Price Office, in cooperation with other competent central 
agencies, is enjoined to intensify the development of a long-term price 
outlook and budgetary projected prices in estimating the prospective 
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import purchase prices, evailualson of obhes Pprouuctas faclers (produe= 
tion assets and labor), costs, etc.; this data i» to be used eapecially 
when studying the levels of efficiency of work on a long-term outlook, 
in establishing plan objectives, parameters of the state goal-oriented 
programs, outputs of the technological development plans, production 
from newly installed capacities and their price constraints in the area 
Of monetary incentives, 


The Federal Statistical Office, together with the Federal Price Office, 
the Federal Ministry of Finance and the State Planning Commission are 
enjoined to develop a statistical and/or accounting system for follow- 
ing the fulfillment of the plan of price developments not projected by 
the national economic plans. 


10, It will be necessary to construct a computerized system of planning 
estimates (ASPV) in order to enable, in addition to more consistent 
balancing and greater interdependency within the plan (especially at the 
central levels), an introduction to alternative planning; the ASPV is 
also to be tied in with the development of computerization of planning 
estimates in the USSR and other CEMA countries. 


The State Planning Commission is enjoined to insure a methodical direc- 
tion in the respective sections of the computerized planning management 
systems at the level of ministries and VHJ and the coordination of 
related information in the planning process among the State Planning 
Commission, central agencies, and industrial economic sector; it is to 
develop binding time schedules for the implementation of the ASPV. 





C. Improving Onality in the Breakdown of State and Economic Plans, 
Quality Controls and Evaluation of the Plan Fulfillment 


1, The quality of the plan detailing from the central agencies to the 
VJ and from VHJ to individual plants and enterprises is to be improved, 
especially as to its consistently comprehensive nature, balance and 
coordination among organizations for which the plan is meant. The plan 
is to be detailed on the basis of an analysis of the development process 
factors of individual indicators and final results based on the standards 
and technical-economic indicators and in terms of such indicators as most 
precisely express the organization's tasks in relation to the national 
economy and its resulting contributions to the society. in the break- 
down of the five-year plan, an effort should be made to establish long- 
term plan object .ves and economic conditions for socialist organizations 
within the VHJ with the objective of detailing the plan for the entire 

5 years taking into account the circumstances and objectives of individual 
organizations. 


The introduction of the plan into internal enterprise subdivisions is to 
assure an efficient transformation of plan obfectives into specifics 
which the respective subdivisions and collectives can use to assure the 














lovelopment and mobiligation of material resources and unused capacity to 
Crease production and efficiency, coordination among intra-enterprise 
subdivisions and a more consistent, timely preparation of production and 
the corresponding orientation of labor initiative. 


Jualitative and quantitative indicators, expressing the relation ot 
the organizations to society, are to become the basic criteria for plan 
control, evaluation and incentives. 


Control and evaluation of plan fulfillment should be based primarily on 
the fulfillment of the five-year plan from its beginning while the con- 
trol and evaluation of the fulfillment of the annual plans are also 
maintained; monetary incentives for plan fulfillment are to be oriented 
in the same way. 


Top priccity in the controls and evaluation cf plan fulfillment is to be 
assigned to a balanced fulfillment of objectives according to the planned 
directions of social utility, i.e., toward meeting the marketing objec- 
tives within the established structure while maintaining the planned 
eificiency, product quality, exportability and the future development 
targets of the given organizations, including the development of the 
basis for this development. 


Crises management is to be eliminated at all levels of leadership and 
systematic and sufficiently frequent evaluations and controls including 
provisions for corrective adjustments and the consistent evaluation of 
now these are fulfilled, are to be implemented. Results of the plan 
fulfillment evaluations and controls and the implementation of the 
measures adopted are to be consistently taken into account in using the 
system of wage incentives; for the managers affected, the merit system 
is to be specifically and individually applied. 


The analysis of economic results of the organizations are to be in 
istrict) accordance with the stated principles. 





within the framework of management organization, an effective division 

ef control activities along the management axis is to be defined. Here 
the principle that the higher level (unit) of management controls pri- 
marily the fulfillment of the objectives it has established, the effi- 
clency of the methods used to achieve it, aud compliance with the measures 
it has prescribed for its subordinates, is to be strictly followed. 
Analytical activity and controls are to be tied to the evaluation of how 
the earlier accepted measures were implemented, and their nonfulfillment 
is to result in appropriate consequences; measures involving no sub- 
Stantive changes cannot be accepted. 


A systematic verification of the effectiveness of the instruments of 
planned management, in their mutual relations and with respect to their 
effect on the fulfillment of the set objectives should be tied to the 
controls and evaluation of the plan fulfillment. 
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fhe State Planning Commission is erjoined to prepare: 


--Together with the Federal Ministry of Finance, the (ederal Ministry of 
Labor and Social Affairs, the Federal Ministry for Investment and Techno- 
logical Development, the State ban« of Czechoslovakia, and the Federal 
Statistical Office an outline of rules for developing the plan at the 
level of central branch agencies for the VHJ and socialist organizations 
and for making changes within the VHJ; 


-=-Together with the Federal Ministry of Finance, the Federal Ministry of 
Labor and Soctal Affairs, the Federal Ministry for Investment and 
Technological Development, the State Bank of Czechoslovakia, the Federal 
Statistical Office, and the Czechoslovak People's Control Committee an 
outline of rules for implementing the controls and evaluation of the plan 
fulfillment; all eaisting fragmentation in implementing these controls 

is to be eliminated. 


Central branch agencies are enjoined to develop, on the basis of the 
above-stated rule outlines and after discussions with the State Planning 
Commission, issue directives on the detailed breakdown of plans and the 
implementation of controls of plan fulfillment in their sectors, for 
introduction of the plans into the intra-enterprise subdivisions and for 
making changes to the plan within the VHJ. 


D. Increasing the Effectiveness of Research and Development Planning and 
Its Application in the National Economy 


l. The five-year plan of a VHJ [economic production unit] should be 
conceived as a comprehensive plan, based on plans for development, 
increases in product quality, the introduction of new products and tech- 
nologies, including their basic parameters, innovations in the existing 
production structure, the phasing out of obsolete products in connection 
wich the standards of their technical-economic useful life, introduction 
of new production capacities, reducing the material-intensive nature [of 
products], etc. Its tasks are to de carefully interrelated with the 
supporting aspects of the plan and the results of technological! develop- 
ments integrated into the planned material and value indicators. 


2. <A system of coordinating technical development plans is to be 
included in the plans at all [organizational] levels; in addition to 
the basic utility parameters, the contributions of technological develop- 
ments by both, producers and consumers, are to be expressed more con- 
sistently and are to be reflected in the indicators in all the related 
parts of the plan; attention must also be focused on conservation of 
fuel, energy, raw and processed materials, on relative and absolute 
savings in labor, increased labor productivity, a rise in the volume of 
production, increased profits, an increase in the volume of export and 
its effectiveness, the ability to compete on the world market product 
marketability, service and spare part availability, an improvement in 
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For planntng and following up on the overall results of technological 
development and tor evaluating this development in terms of its results, 


optimum conditlons are to be created in record-keeping and accounting. 
J, Suggested price and cost limits for new technology should be applied 
to all technical development objectives and the employees involved given 


a monetary incentive for remaining within these limits. 


Any possibly unfavorable consequences resulting from the economically 
etfictent implemente vn of the results of research of development are 
to be taken into cousideration at as early a stage as the VHJ and enter- 
prise level plans. In case these consequences could not be reflected in 
the plan, changes are to be made in it or they are to be taken into 
account during the control and evaluation of plan fulfillment. 


4, The presumed key, final user, organizations are to be effectively 
included in the negotiations on the supplier-consumer relations 
afiecting technological developments. Contracted and subcontracted 
deliveries for research and development and for the implementation of 
the results in production are to be given consistent priority. 


5. ‘'n the course of plan fulfillment, necessary operational iaterven- 
tions tc accelerate the expansion of the production of new, technologically 
advanced produces are to be made. Available facilities in enterprises and 
VHJ and other sectors are to be employed for these purposes to assure the 
needed shifts in and production-operational corrections to the plan. 


Controls in the area of technological developments are to be prepared 

and implemented as a complete control system executed through the 
management chain and aimed at the research--development~-~-production-- 
utilization cycle; the existing control forms and instruments, such as 
the use of technical analysts, days of inspection, approving and 
evaluating activity, and systems of records and analysis conducted at 

or kept for different periods are also to continue in use as appropriate; 
the correlation of all these tools is to be assured and their compre- 
hensive implementation effected. 


The State Planning Commission, the Federal Ministry for Investment and 
Technological Development and the Federal Statistical Office are enjoined 
to amend or issue appropriate directions implementing the stated prin- 
ciples. 


The Federal Ministry for Investment and Technological Development, the 
Office of Standards and Measurements, and centrai branch agencies are 
enjoined to complete the quality control and management system in 
enterprises, VHJ, and mit.stries, to enforce consistently personal 
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Aatructi vfojecks Fepresenting ah itp i ementation | state objectives 
te wiolegical development with capita, expenditures fot sachinery afie 
>} nich afte higher tha As 20 mii.ion are always te be secured 
the form of centralized construction with tie e.imination of any 

possibility of shifting the Capital FO some other project, 


I ori entation toward HDtreextessive wdernization alia raple returfi on 


lnVeetMeate isa tO be enforced) suc i shVestMentse Bivuiu GE ine iuded if 

Lie plan of 4 priority basie ahd given commercial auvantages. 

‘ trai rancn & reahigatiois, tine State Pianni 1: LOotvtiiss ion, tie 
jerai Miniatey fer Investment and Technological vevelopment, the 

iedera inietev of Finance, the Czechoslovak State Sana and the Federal 


Minietry of Labor and Social Affairs are enjoined to raise considerably 
the criteria for the preparation ard inclusion of construction projects 
the plan and the beginning work © them; ane priority is to be given 


to the (elilowing: 


=-=jhe sijementation of a technologicil development pian (research and 
evelopment tasks) approved by the apj ropriate level of management in 
onnection with coordination plans thet, in their sum, assure the 
inmovative development of a given Sraneh or sector; 





=-The use of licenses either already urchased or approved for purchase; 


=The sodernization and reconstruction of existing facilities, especially 
those providing new production technology; 


-The conservation of labor, fuel, energy and metals, a reduction of 
transportation requirements, coste, and achievement of production price 
(or wholesale price) limits at new production facilities such as to 
assure the desired up-dating of the price system, bringing it closer 
to the price levels in the demanding foreign markets; 


© utilization of existing, adaptadie operations as two full-shift 
erations; 


--An ioprovement in the balance of payments, especially through 
increased efficiency of production and, thereby, of foreign currency 


operations; 


-<The fairly high, or at least average, efficiency of long-term assets 
achieved in a given sector; 
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vperations; 


"Assufatice Of @ Bfaduai Feduction if URuUBee (Va ant) Work positions even 
nen delimiting the volume of mach.nery aid equipment net included in 


the conetruction vudgete } 


-=Lvidence that an oblective canmet be reached in any other way than by 
Capita: iLivestment, 


work positions and work opportunit.es statement is to be imeluded in 
tuis evidence, 


rurther, it is to be insured that the iesuahce of investment intentions, 
approva. of the background data, and selection of construction projects 
for the plan include alternative choices developed on the basis of sete 
of technical-economic indicatore or successive comparisons. Construction 
projects where standard costs negatively effect the parameters estab- 
lished by the set of technical-economic indicators or costs of comparabie 
projects (including construction in technicaily deveioped countries) and 
which do not guarantee the requires production efficiency in the new 
facilities, are to be excluded from the plan. 


in case of any disagreements concerning technical solutions, time limits 
for the construction, prices or budgeted costs, the estabi ished rules 
will be followed for their mediation; the agencies in charge will be 
empowered to make the decision. 


5. The State Planning Commission is enioined to coordinate the struc- 
ture, location, and time limite of critical work and deliveries for 
construction specified in the state plan (mandatory objectives). 


Central agencies and VJ are directed to specify in the implementation 
plan details reconciling the investor's and supplier's positions aad, 

at the same time apecify, at the minimum, start up times of facility 
operations and construction compietion deadiines, including intermediate 
deadiines, deliveries for construction specified by the state pian 
(mandatory obiectives) and conetruction deliveries exceeding the estab- 


iished budgeted cosets. 


The amount of uni‘nished construction is to be regulated in euch a way 
that the plan itse is to aseure Lhe conditions for completing the 
project within the estabiishec deadiines. The regulations are to be 
tiec in with monetary incentives for supply organizations by, among 
other things, applying [the criter.on of) profitability of production 
assets, including unfinished -conetrcuction. 
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for the purpose of regulating product deliveries for mode) and Fecurring 
housing and public construction, a binding register of the product mix 
with appropriate plans ia to insure the necessary production, 


/, The system of prime contractor functions should be used more widely; 
an experimental system plan for “turn-key” project deliveries is to be 
prepared, 


8. Throughout the entire process of planning and managing the capital 
Asset replacement, the responsibility of the central branch agencies is 
to be reinforced and, by means of intensifving khograschet interrele= 
Lions, the economic accountability of Vill's and enterprises for the 
fOliowi.e is to be increased: 


=-~Decisionmaking regarding the preparation for and the actual construc=- 
tion} 


--liigh efficiency tied to world standards and foreign currency, costs, 
and earnings; 


--Adherence to planned (design) specifications approved at the previous 
stage and in preceding construction approval data; 


=--Timely investor, design and supplier preparations; 
--Adherence to planned (contracted) deadlines. 


%, A balance is to be assured between Long-term asset and labor force 
replacement during a more intensive substitution of machinery for labor, 
without further increasing the capital intensiveness of economic develop- 
ment while proceeding with the effective centralization of the industrial 
base, 


in planning and preparing the replacement and centralization of long-term 
production assets, the principle of uninterrupted or three-shift operation 
in technologically continuous, enetgy- and transportation-intensive pro- 
cGuction processes involving expensive high-technology is to be con- 
sistentiy applied; in industrial production areas, two full-shift opera- 
tions in basic production should be used as a starting point. 


+o expand capacities for goal-oriented programs, priority objectives of 
increased utilization are to be established in selected operations by 
expanding shift-work based on transfer of workers from the operations 
being phased out. A long-term concept of economic structure and con- 
centration of the industrial base and the increase in shift-work in 
selected industrial regions or localities should be developed. 
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seine phased out, financial penalties should be imposed ior failure to 
release the planned number of workers [reed by the phase=outs, 





10, bitteleney criteria are to be expressiy applied in the planning, 
preparation and implementation of construction projects. fo this end, 
reviews by atate=appointed experts should be gradualiy extended to all 
centralized construction projects and applied not only to design tasks, 
but also to the investment intentions for construction specifically 
included in the state plan; federal experts will also generalize 
selected investments and evaluate the influence of the construction 

on external economic relations. 


11. Supplier=consumer relations negotiated at the project design stage 
are to be given, in case of state plan priority construction, the status 
of preliminary planning decisions for setting aside appropriate supplier 
and key subcontractor capacities for centralized construction projects 
with the condition of including them in the plan without b nding time 
limitations; supplier=-consumer relations negotiated at the stage of 
completion of the preliminary design and the inclusion of the construc- 
tion project in the annual plan are to receive the status of a binding 
planning decision for securing the supplier and essential subcontractor 
capacities or individual items deliveries for the duration of the 
project. 


The project completion deadlines are to be more generalized while, at 
the same time, the responsibility of the general developer for meeting 
them within the projected time schedules is to be increased. 


i2. A comprehensive capital investment system based on the stated prin- 
ciples that will focus in particular on meeting the criteria for prepa- 
ration and scheduling the construction in the plan is to be developed 
and implemented, completeness of pre-design and project plan prepara- 
tions, insuring that the construction has adequate construction and 
assembly materiale and technology within the required structure and 

time constraints as well as adequate labor for future operations; 
further, for the progress and efficiency of capital construction, timely 
project completion, aad introduction of the capacities into operation 
within the set techa!cal-e onomic parameters, for appropriate pricing 

of contract work and deliveries, especially of nonstandard machinery 

and equipment and (drawing on the capital resources. The principles are 
to be developed and division of iabor delimited for a uniform, compre- 
hensive application of these controls, primarily through the management 
chain and external control agencies. 


The State Planning Commission, the Federal Ministry for Investment and 
Technological Development, the Stace Bank of Czechoslovakia, the CSSR 
State Arbiter and other appropriate central branch agencies are enjoined 
to insure the publication of approoriate directives or amendment for the 
implementation of the stated measures. 


49 


e. 








ine tate Planaing Commission, tie Federal “iniatry for investment and 
eChinmO@ieenteal Deve lopment alla Cie federal Ministry o: Laber and Social 
ifaire are enjoined to develop a methodoliogicaliy uniform system of 
veritving that the facilittesa under construction will be able to obtain 
ai) adequate supply of labor and that capacities are not being added 
witheut a tegard as to whether or not labor ia available with a resultant 
weakening in the capacity-utiliszation rates or when the product could be 
produced by better utilizing existing Capacities. 


r, improving Planning of Labor Force Replacement and Utilization and 
vage Funda Planning 


|, The iong=term resource balances and division of the labor force ta 

tu be extended to two five-year plans (i.e., the seventh and eighth five- 
year plana) oe a precondition to better coordination of long-term asset 
iid labor foree replacement and labor classification, 


. An absolute limit on the number of workers (rather than setting an 
expected increase in the number of employees) is to be established in the 
five=-year plan; it is also being urged tiat these limits not be reached 
in the annual plans while exceeding the limits is to be strictly 
penalized; wage developments based on merit are to be encouraged and 
insured turough effective controls. 


s, An undesirable drain of the labor force into certain organizations 
and administrative activities is to be prevented by providing that only 
the unified agricultural cooperatives and public services organizations 
will be exempted from the binding plan limits on the number of workers, 
while in regulating recruitment and assignment of workers only those 
organizations and state administration agencies which are regulated by 
other effective tools are granted relief; further exemption is provided 
only for the public services organizations. 


In support of this objective, the plan is to set the number of technical- 
managerial personnel (in organizations managed by the central agencies 
and KNV [kraj national committees]) as a percentage of the total numer 
of employees and expand the system to other organizations; gradually, 

a binding standard number of technical managerial personnel in selected 
activities and agencies is to be established. 


4, The status as the basic link in the labor force management is to be 
strengthened through an overall evaluation of plan fulfillment regarding 
the number of emplovees based on tie number of all VJ subdivisions 
within a district or region. 


>». An integrated priority system is to be created to assure precedence 
in assignment of labor to projects of national economic and social 
importance; for this purpose: 
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“The number of such priorities is Co be limited, usually established for 
a S=-vear period, particularly to insure structural and regional changes 
in the economy, and detailed and operationaily expanded in the annual 
plans; 


=--Priorities are to be enforced and given preterential treatment in the 
plan details on the number of employees, in the plan on the placement 

of the younger generation and school graduates and by providing material 
secucity for apprentices, by transferring employees from specifically 
named liquidated plants or workshops and providing material security for 
such employees, by using nonstandard forms and by authorizing recruitment 
and recruitment bonuses, in plan detaile for stabilization of housing 
construction and its financing, by stabilization in wage preferentials, 
in plans for professional, personal and social development, and by 
systematic controls on plan fulfillment by middle management and kraj 
national committees in terms of the number of employees. 


6. Investors are made responsible for furnishing their supervisory 
agency and the appropriate area planning agencies with a specific pro- 
gram for insuring the labor for building of additions to existing 
capacities, including a program providing for training, housing, and 
special services, including those administered by the national com- 
mittees. 


7. The numbers of pupils and students to be accepted into individual 
fields of study is to be established in accordance with the needs of the 
society; these numbers are to be regulated to increase them in shortage 
areas and cut them in overage sectors; the organizations are to be 
assigned specific assignment goals for shortage area study programs in 
their management plans. 


8. Changes in the structure and technological level of our national 
economy and the corresponding job qualification requirements must be 
taken into consideration in any such plan providing for qualified 
personnel and vocational training programs; for this purpose: 


--The five-year plan for training qualified personnel is to be tied to 
long-term outlook requirements; 


--Provisions are to be made for establishing links between the prospec- 
tive plans for qualified personnel requirements and the pian for labor 
replacement and .o the other parts of the national economic plan, 
particularly state goal-oriented programs, technological development, 
and fixed assets replacement; 


--The system of vocational training is to be consistently a part of 
the plan for training qualified personnel. 
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aber and Seclal Affatra, are enjoined to gradually improve the jab 
streamlining management syatem and, specifically, to set objectives, and 
plan tasks and contribution of the job streamlining; to improve and 
expand the work standards, tending of machines, and [reduce] number of 
personnel in primary, auxiliary, service, managerial, and administrative 
activities; to carry out a one-time, overall] revision of the use of labor 
standards (in connection with the program for increasing the economic 
effectiveness of the wage system), to provide for its future on-going 
review and to generalize the best practical experiences and knowledge 
gained from thie streamlining and standard=-developing practice and, 
together with the results of progressive research, implement them pur- 
posively in management practice. 


i’, Within the framework of econoalc plans, long-term 10-year program, 
five-year and annual plans are to de drawn up for the professional, 
personal and social development of employee collectives in cooperation 
with the appropriate labor union organizations while advantageous 
centralizing of certain activities or combining them according to the 
regional principles and standards for availability of social services 
are to be established. In these plans the success of the detailed 
versions of the state and the economic plans must be consistently pro- 
vided tor and the limits therein established must be respected. 


The criteria for the participation by organizations in sociaiist Red 
Aanner competitions are to be made stricter; in particular, participa- 
tion is to be made contingent upon meeting five-year plan goals and all 
indicators established as criteria for the routine evaluations of the 
fulfillment of the annual plan and further, upon indicators established 
by the higher agencies, by creating the conditions for the continued 
development of the organization, the technical-economic level of products 
and technologies, improving the results over the preceding year, and 
making deliveries within established deadlines. The competition is to 
be evaluated according to the qualitative economic results achieved 
(increases in export and in products of the highest quality, conserva- 
tion of fuels, energy, gasoline, metals, and other raw materials and 
labor). 


ll. The wage regulating system must be made more effective by the con- 
sistent enforcement of the principle of compensation according to merit 
in such a way that the social and economic standing of each worker is 
completely dependent on his contrioution to society. Significant wage 
differentials based on merit are t> guarantee that wage developments 
are proportional to the social productivity of labor. From this point 
of view, the plan is to mandatorily limit VHJ's as to the volume (the 
size) of the wages payable over the five-year plan period by a standard 
in breakdown into individual years and two types of entries (basic and 
incentive). Organizations of cultural and health administration and 
cultural and educational support organizations are to be exempt from 
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this breakdown, The extent of the VHJ wages payable is te be clarified 
in the annual plans over the course of the five-year plan, while comply= 
ing with the constraints established in advance in the current five-year 
‘lan; for the organizations within the Vill, the plan is to set binding 
Matraints as to the volume (sige) of the wages pavable in terms of 
the two wage components (basic and incentive) by means of the instruments 
(indicators) expressing as accurately a8 possible, first, the labor 
intensity of the production (preferably indicators of production in 
conet.t Wage or work units) and, second, the organization efforts at 
increasing efficiency and quality of work within the entire VJ. 


The State Planning Commission and the Federal Ministry of Labor and 
Social Affairs, in cooperation with other central agencies and the 
Central Council of Trade Unione are enjoined to take the necessary steps 
to implement the stated measures, and for this purpose to amend or pub- 
lish appropriate directives aad instructions. They are to work out the 
problems involved in the system of regulating the development of the 
wages payable at the state plan level. 


G. Improving Effectiveness of Planning in the Area of Foreign Economic 
Relations 


1. Relative domestic and foreign price developments are to be taken as 
the basic criterion of efficiency for foreign economic relations. 


2. The planned foreign currency requirements for the state goal-oriented 
programs are to be quantified in the five-year and annual plans and pro- 
vide for complete foreign exchange recoverability of capital imports 
(including antiimports [items produced locally in lieu of imports]) over 
the long term. Important investment projects are to be handled in the 
same way. 


3. A Significant limit is to be set on the number of priority import 
projects in area of the so-called selected item: of nationally criticial 
raw materials (especially energy raw materials, basic ores and metals, 
and raw agricultural products). 


The capital type imports for the production sectors within the f‘ve-year 
plan and in the annual plans are to be closely checked but, at the same 
time, the principle of maximum possible return on foreign currency (such 
as refundable foreign currency credits) with the possibility of transfer- 
ring fixed-limit oreign currency within the 5-year time period is to be 
applied. In connectio:r. with this, a transfer of fixed-koruna-limit 
capital investment plans is also to be resolved. 


To insure consistent fulfillment of obligations stemming from inter- 
governmental agreements within the framework of socialist economic 
integration, the planning of corresponding tasks, both in the relevant 
branch sectors and in terms of total exports and imports at the level of 
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bot riha ety ! furei eA ifade ia to be Hitialeac, at Lie eafie Cite, the 
cepted methodology of the long=tarm plan for multilateral integration 
measures among the CEMA member couatries for 1981-1985 must be adhered to. 


5, Efficteney in plaaning and making provisions for the export of tura= 
ney plants ie to be increased; the state plan is to provide specifically 
ior the export volume in selected sectors for such projects which are to 
be included in the product list of the foreign trade plan, The export 
of complete plants is to be resolved and assured by using a single, main 
contractor. At the same time, contracts for the export of turn-key 
plante are to be established as state plan priority objectives of the 
forelen trade organizations and all participating suppliers, with the 
manufacturers concerned being held responsible for the priority delivery 
of subassemblies to the principal contractor within time limits cor- 
responding te the scheduled progress or construction of the turn-key 
project, or delivery deadlines deriving from a contract with a foreign 
customer; such subassembly deliveries are to be contractually secured in 
a manner corresponding to these requirements. 


6. Delivery commitments between production and foreign trade are to be 
planned in more detail with particular attention to the expansion in the 
volume of specific numbers of export deliveries. The state and economic 
plans of the engineering industry exports must be prepared in a more 
detailed classification according to sector. 


?). Territorial planning is to be intensified to an economically 
advantageous degree. 


8. Annual export and import plans and the trade and payment balances 

are to be worked out mainly in wholesale prices that will be effective 
in the year being planned for. In trade with the socialist countries 

in contract prices, [this will mean) prices that will be known for the 
plan year at the stage of annual plan preparation (with the condition 

that any possible changes will be subsequently reflected in the plan), 
and in trade with nonsocialist states in forecast foreign prices. 


¥. The five-year foreign trade plan for the years 1981-1985 is to be 
drawn up mainly in constant wholesale prices and constant fco prices. 
Objectives of the five-year plan are to be considered as binding minimum 
targets for actual export and increase in efficiency; export and import 
obfectives are to be implemented by annual plans based on current 
developments and forecasts of changes in foreign prices. 


10. Agencies and organizations which are accepting obligations, or will 
be under an obligation in the area of international specialization and 
cooperation agreements, will take the following steps: 


--They will compile technical-economic studies on the alternative possi- 
bilities for the maximum utilization of advanced forms of participating 
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in the international division of labor (including !‘censing), and will 
substantiate their effectiveness in terms of insuring ana exceeding the 
five-year plan objectives and implementing the state goal-oriented 
programa ; 


-=They will enter into consultations with the foreign partners only on 
the basis of discussiona of these alternative possibilities with authori- 
ties competent to approve such agreements on specialization and coopera- 
tion; during the consultations, the question of partner selection in the 
form of alternative offers, processed by the foreign trade organizations, 
will also be addressed; 


~=They will enter into binding negotiations with their foreign partners 
only after a decision about the most effective alternative has been made 
and approval given by the competent authorities. 


ll. Both the positive and the negative results of implementing inter- 
national specialization and cooperation agreements will be reflected in 
the economic results of the parties to the agreement; any consequences 
of implementing the agreement may have for other organizations, in par- 
ticular, questions of prices related to imports of products manufactured 
under specialization and cooperation [agreenents], are to be dealt with 
at the stage of contract negotiation (in the area of domestic prices and 
economic tools, including by invoicing the gestor responsibility for 
efficiently supplying the domestic market). 


l2. Foreign trade organizations are responsible for seeing that the 
economically justified ratios of tne foreign prices being negotiated on 
imported and exported goods are adnered to in the individual agreements 
on international specialization and cooperation; the system of wage 
incentives and penalties applicable to the employees responsible for 
doing this will be adjusted accordingly. 


The State Planning Commission, the Ministry of Foreign Trade, the 
Federal Ministry of Finance, the State Bank of Czechoslovakia, the CSSR 
State Arbiter, and the Federal Price Office are enjoined to insure the 
implementation of the stated measures. 


Ll. DEVELOPING KHOZRASCHET, MONETARY INCENTIVES AND UTILIZATION OF 
ECONOMIC TOOLS FOR EFFICIENCY AND QUALITY IMPROVEMENTS 


A. Developing Khozraschet [Cost-Accounting System) 


Together with improving planning, khozraschet is to be used in all 
industrial organizations as 4 management tool and as a method of planned 
management of the social production process directed at achieving maxi- 
mum labor efficiency and quality. 
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Khog¢graschet improvements cannot be assured in isolation from planning 
improvements. The plan and khograschet must act in unison. The basic 
condition for the development and effective application of khozraachet 
is an internally balanced and consistent plan or a system of national 
economic plans within which the role and influence of plans drawn up in 
monetary terms (the financial plan, the state budget, the currency plan) 
are increased, a high-quality medium-term plan being of key importance 
here, 


Khograschet is to be developed at all levels as an integrated system of 
relations of cost accountability between the enterprise-economic sphere 
and the society and, also mutually between the individual VHJ's and 
enterprises, and within the VHJ's and the enterprises. The VHJ 
khograschet ie to be developed as a new factor while simultaneously 
improvii.: Khograschet effectiveness in the enterprises and organiza- 
tions comprising the VHJ. 


To create a comprehensive system for correlated khozraschet functioning 
at all levels of management in the enterprise-management sphere, ali 
central agencies are directed to take the following steps: 


|. Management ties between central branch agencies and the VHJ's are to 
be strengthened and the prerequisices and conditions necessary for intro- 
ducing VHJ khozraschet management principles are to be created, in par- 
ticular those necessary to increase the khozraschet accountability of the 
VHJ as the basic link in management; also to be strengthened are the 

ties between the VHJ and its enterprises, to insure the effectiveness of 
ViJ and intraenterprise khozraschet. It is to be kept in mind that 
khograschet management of the VHJ as a whole and of the organizations 
within it is based on plan objectives as worked out in detail differen- 
tially and in a balanced fashion. 


On the basis of the incentives established for the VHJ as a whole, 
incentives for counterplanning are to be established for managed organi- 
zations with precisely defined objectives to motivate them to fulfill 
their own plan and that of the VHJ as a whole. 


An active interest on the part of che individual VHJ enterprises in 
positive results to be achieved by their own internal management and by 
the management of the VHJ as a whole is to be strongly encouraged. The 
conditions set for the VHJ should determine the degree of this involve- 
ment. These conditions are to be established by setting plan objectives 
and by utilizing the evaluation and incentive system. The initiative and 
contributions of the best enterprises and work teams should also be 
recognized. 


2. The basic principles of enterprise khozraschet are to be modified in 
accordaace with the measures set forth in the various sections of this 
document (these concern, in particular: the regulations for enterprise 
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capital formation and the redistrioution of financial resources among 

the individual enterprises; the plan specifications and changes thereto 
lu the enterprise-economic area on the basis of established objectives, 
the conditions governing the development of a sound standards base; rules 
for the budgeting and methods of cost accounting and worker compensation 
accerding to achieved khograschet results). The particular system of 
khograschet management within each VHJ is established by the VHJ general 
manager within the framework of these regulations. 


3, The khograschet principles and measures, applied at the enterprise 
level, are to be expanded also to intraenterprise activities. Khozraschet 
management within the enterprise is to be oriented toward systematically 
improving the setting of standards, carrying the actual plans through to 
the management centers; ascertaining the responsibility for accruing 
costs; the periodic evaluation of achieved results in comparison with the 
budget; and establishing monetary incentives based on these results. 
Central management accounting, costing and budgetary procedures, as well 
as the full use of operating standards for past labor input and value 
added are to be consistently applied. 


To contribute to the development of khozraschet, the prerequisites for 
and a more effective system of economic tools operating through incen- 
tives and economic pressures, particularly in the areas of finance and 
credit, wages and prices are to be created. 


B. Improving the Financial and Credit System 


To increase the dynamic effect of finance and credit on the VHJ and 
enterprise khozraschet development, the Federal Ministry of Finance and 
the Czechoslovak State Bank, in cooperation with the central agencies 
concerned, are enjoined to apply the following basic principles within 
the finance and credit system: 


--Effective incentives and economic pressures toward fulfilling the plan 
and achieving positive results in financial management are to be 
developed; 


--VHJ requirements are to be financed, to a decisive degree, out of 
their own internal financial resources and from bank credits, and only 
in exceptional instances from state budget subsidies. In this regard, 
a study should be made of the state budget tax levels, with particular 
emphasis on the profits tax and the possibility of a greater degree of 
tax differentiation; 


--All the consequences (negative as well as positive) of VHJ activity in 
all areas, including long-term asset replacement, technical development, 
and foreign trade are to be fully reflected in the economic incentive 
system and financing of requirements in order to insure that differences 
between well and poorly managed organizations, which will thus arise, act 
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as incentive tor the ell managed units as well as force units with poor 
performance to implement effective measures with the objective of elimi- 
nating shortcomings and achieving a turnaround in thelr economic per- 
formance; the necessary principles and rules to determine the extent of 
{ncidence are also to be provided, 


These fundamental principles are to be implemented as follows: 
l. In the System of Financial Management, Financing and Credit: 


a) Establish that the coverage of planned VHJ requirements will depend 
primarily on profits and capital depreciation, with an additional source 
being the use of credit in the areas of operations and investment which, 
however, will not automatically make up for a lack of internal resources. 
Subsidi.s from the state budget will be used according to special rules 
approved by the CSSK Government; first, to achieve a planned effect in 
the value relations in the national economy (noninvestment subsidies) 
and second as a planned source of financing (investment subsidies); in 
ey-eptional cases, as defined by the CSSR government resolution; 


b) In connection with the change in the VHJ status as the basic link 
of management in the enterprise-management sphere, the financial rela- 
tions in the VHJ's (without regard to their legal form) are to be 
adjusted accordingly. The effectiveness of khozraschet under the new 
conditions is to be insured, and within the framework of khozraschet, 
also that of the financial management systems of individual VHJ organi- 
zations. During the transition period of developing centrally managed 
VHJ's, a temporary adjustment is to be allowed, particularly for 
arranging the financial relations between the VHJ and the enterprises 
and ‘etween enterprises and the federal budget, etc.; according to the 
extent of centralization of decisionmaking in a given VHJ; 


c) Above all, the role of profit is to be increased, including increas- 
ing its share and volume in resources for financing, so as to strengthen 
the khozraschet system of financing requirements and wage incentives; 


d) With the objective of increasing VHJ (and enterprise) responsibility 
for their economic performance, a modification in profit distribution 
priorities within VHJ's (and enterprises) is te be accomplished so that 
after the payment of levies and taxes to the state budget (by VHJ enter- 
prises, after VHJ payments have been made), allocations are to be made 
first of all to the VHJ and enterprise funds that provide for the 
financing of projected requirements and, only thereafter for the VHJ 

and enterprise incentive funds; 


e) As an additional substantial source of financing VHJ requirements, 
a percentage of depreciation is to be allocated which is to remain at 
the disposal of the VHJ; 
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) HKedistFibution of financial Fesources among the Vilu's at the level 
of central branch authorities will in principle be carried out only for 
;OAg=terhm asset write=offe; profit Fediatribution among VAN is te be 


authofiged oniv ifn very exceplienel cifecumstanices | 


2) «she fedistribution of fifahcial fesources within the Vid is toe be 
ifigufed th a 'Orm Chat wWili Compieteiy support the effectiveness of the 
efiterpfise Khoeraechet; in case of profite it is te be done etrictiy 

(A the form of levies on profits established differentially for indi- 
Viduel enterprises according to principles established by legal 
provisions, in case of enterprise levies on profit paid to the VAJ, for 
example, it is to be established that this levy is set by the VHJ at 
dilferfentiated percentage rates and for extended periods of time with 
tie provise that when they have exceeded the planned profit, the enter- 
prises will be able to retain a uniform percentage for financing their 
requifement a8 4 resource that is transferable between the individual 
years. in VilJ's where the levies to the federal budget will temporarily 
be made directly by the enterprises, the redistribution within the VHJ 
is to be conducted as at present. 


2. In the Svstem of Payments to the State Budget: 


4) Beginning in 1981, the current system of Levies on profits going to 
the state budget is to be modified to increase the share of internal 
financial resources of the industrial organizations used to finance 
their own requirements. The payment adjustments are to be carried out 
in 1981 and 1982 on the basis of balancing the resources against the 
requirements in the five-vear plan differentially |[based on the type of 
production] either by granting reductions on profit taxes or through a 
combination of such reductions and a lowering of the [effective] rate 
governing the profit tax, or a reduction in the total amount. 


it is to be established that the basic types of levies paid to the state 
budget are to be made for the VJ as a unit, with the exception of VHJ's 
where the levies will be made directly by the enterprises on the basis 
of an exception granted by the appropriate ministry of finance at the 
request of tie appropriate central branch agency; these exceptions wiil 
be granted jon’y!] in cases when, curing the transition period, managerial 
activity has not vet been completely integrated at the VHJ level. Levies 
to the state budget directiy from the enterprises in VHJ's managed by the 
entrai ageficies of the republics, with enterprises located on the terri- 
tories of both repuolics, must also be treated as an exemption. 
To increase the effects property taxes exert on more efficient utiliza- 
tion o. machinery assets, regulations are to be introduced to increase 
or cecrease the property tax s om such assets by as much as 30 percent, 
depending on the capital equipment utilization efficiency indicators; 


b6) Beginning in 1983, the above profit tax rate modifications are to be 
incorporated as amendments to the tax laws. In drafting these laws, 
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a) ae level and in entero rises directi LOntrToOLLEec vy Live 
entt age les, 4 comprehensi'e system of budgetary funds, inc Luding 

nomic ineentive funds, is to be designed. in the VHJ enterprises, 
' ivetary funds based on the degree of centralization of management 
within the VHJ are to be developea; in all enterprises, cultural and 
social services funda and, in most cases, a revoiving fund are to be 
mainta@ine cj 





s) The economic effectiveness of all special purpose funds related to 
ViJ and enterprise management ia to be increased. Basically, according 
to existing VJ arrangements, the (ollowing funds are to be established: 


-A capital investment fund for financing important VJ projects (manda- 
tory and centralized construction, ; 
\ revolving fund to be used as working capital (only in the case of 
centrally controlled working capital at the VHJ lLevei). 
fhe function of the remaining VHJ special purpose funds is to be made 


‘ 
more effective according to the tollowing principies: 


’ 


Vi" j 


contingency funds are to be established as an important monetary 
reserve for covering any fluctuations in the financial management of the 
ViJ as a unit. This fund is to be formed by an allocation from VHJ 
srofit, bv a transfer from the excess of profit distribution and by an 
allocation from the export incentive fund for making contributions to the 
monetary incentive funds; for example, to cover shortages resulting from 
grofit distribution (as, for example, those resulting from nonfulfiliment 
of the planned profit, exceeding the use of the profits or, possibly, 
wholesale price adjustments, addicional expenses incurred by innovations, 
etc.). The sectoral contingency ‘unds may be used for granting limited, 
temporary financial aid for subordinate enterprises for the operations 
and investment areas. A limit on the maximum balance of the reserve fund 
is to be set. Organizations subocdinate to a VHJ should not expect to 
ibe authorized to] form a contingency fund; 
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=A VJ technical development tund ia to be established as the basix 
source for financing sectoral tasks and enterprise tasks where an enter= 
prise technical development fund is not to be established; this fund is 
to be replenished primarily from contributions by subordinate enterprises 
it their cost (according to @ long-term standard or an absolute figure 
tied to the five-year plan of scientific and technological development); 
income from this fund obtained for results of solving tasks financed from 
it mav also be used to pay for innovation expenses at the stage of their 
implementation, A maximum limit to be retained in the sectoral technical 
development fund is to be set. Amounts exceeding thie limit are to be 
used at the end of each year according to a predetermined manner, The 
reserve for financing technological development costs is to be discon- 
tinued, 


4, Ina Economic Incentive Funds: 


a) Their motivational effects on production efficiency and quality in 
relation to the five-year plan objectives are to be reinforced. These 
funds are to be developed from an allocation from profits and based on 
the fulfillment of qualifying indicators and, in some instances, on other 
sources; the amount of the allocation is to be determined on the basis of 
meeting these indicators as determined by the expanding aggregates effec- 
tive in 1981. In specific cases, the size of the allocation is to be 
dependent on the degree of fulfillment of qualifving indicators; the 
profits used to calculate the indicators that determine allocations to 
the incentive fund are to be reduced by an amount reflecting losses due 
to low quality products. In cases where the VHJ sets up funds in the 
subordinate enterprises, it will also establish qualifying indicators 
tied to the enterprise activity and the fund contributions are then made 
according to their compliance [with the indicators]. Part of the con- 
tribution to the enterprise fund may be tied by the VHJ to the condition 
of compliance with qualifying indicators for the VHJ funds as a whole; 


b) In cultural and social services funds (FKSP): 


--A new maximum limit of the overall FKSP allotment is to be set at 2.8 
percent of the annual amount of wages payable; the basic allocation is 
te remain constant at the current level, i.e., at 0.8 percent of the 
annual amount of wage pavable; 


--The following are to be established as qualifying indicators for 
supplementary allocations: profit (in some cases, a share of the total 
costs of the adjusted output), labor productivity measured by the value 
added and task accomplishment in the structure of deliveries; for meeting 
each one of these indicators, an allocation of 0.4 percent of the annual 
wages payable is established; a supplementary allocation to the FKSP of a 
ViJ may also be increased from adcitional sources such as the export 
incentive fund, by an amount dependent on the price advantages gained 
from technically advanced, latest style, top quality products, and by an 
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alidovation based of the fulfilimenht of Lidleaters governing the use of 
fined assets in accordance with prineipies established by the CS5K 
yovernment; the allocation under each Of Lhe above conditions may 
reac) a maximum of 0,4 percent of the annual Vil) wages payable, The 
rKSP allocation is to be reduced by 4 portion of (the amount of) aay 
penalty for obsolescenee and low product quality; the reduction is not 
to exceed 0.4 percent of the annual VAJ wages payable however; 


==At the Vi level, the FPASP is to be set at the level of the supple= 
mentary contribution dependent on compliance with appropriate indicators 
established for the VHJ as a whole. At the enterprise level, the PKS? 

ie to be set at the level of the basic contribution plus the supplementary 
contribution in accordance with the conditions established by the VHJ, 
basically as follows: the enterprise sete the supplementary contribution 
at the ‘evel of a contribution for 3 qualifying indicators established 
for the enterprise from those designated for the ViJ even in those cases 
when the enterprise is in compliance while the ViiJ as a whole is not. 
Other possible contributions to the enterprise FKSP according to other 
qualifying indicators are then tied to the compliance by the VHJ as a 
whole; 


--The legal regulations on the use of the FKSP are to be simplified, and 
VJ and enterprise legal authority expanded; 


c) For the development funds: 


--A VJ development fund is to be created as a financial source for the 
funding of the so-called fixed-limit investments, the volume of which is 
governed by the resources of this fund; a binding dependency between this 
fund and VHJ profits is to be established so that it serves to generate 
an interest in creating profits and [increasing] investment efficiency ; 





-=For the formation of this fund, a norm for the depreciation of fixed 
assets, depending on the actual wear and tear (usually no more than 40 
percent of the monetary requirements to finance fixed-liszit investments) 
and a standard contribution from profit (at least 30 percent of the 
monetary requirements to finance the fixed-limit investments) are to be 
established; in setting the standards of the share from depreciation and 
for contributions from profit, amounts necessary to meet bank credit 
payments must be taken into consideration; 


--One half of the contributions to the development fund from the profits 
is to be dependent on fulfilling the [indicator for] return on produc- 

tion assets (i.e., machinery and equipment profitability), and the other 
half on meeting the planned delivery patterns (or trends in deliveries); 


--It is to be established that the development fund is also to receive 
above-standard allocations related to the price advantages for tech- 
nically advanced, late model, quality products as well as to the export 
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ifeefhitive fund, aid te feauctione iff iiventerie® aa frefiected by a 
taster] inventory turnever, the Cota: atunt of the contribution from 
these other sources, with the exception of the contribution from the 
reduced revolving fund, May come, h\Owever, Co HO More than 25 percent 
Of the ovefall planned contribution from profit according to Ele 
standards established for the deveiepment fund; 


==The development fund is to be reduced by a pertion ef the amount of 
any venalty for obsolescence and low product quality; 


==The development fund assets are to be used in accordance with the VJ 
(enterprise) plan and, within the framework of the five-year plan, an 
acceleration of asset accumulation in the development fund is to serve 
as 4 reserve fer future construction during the five-year plan; 


d) The special compensations fund is to be developed and used according 
to the principles established for regulating the wages payable; 


e) The export incentive fund is to be developed and used to stimulate 
more effective exports according to the principles established to 
encourage foreign trade. 


5. Por Ministry Funde of the Central Branch Agencies: 


a) Ministry technoiogical development funds, ministry reserve funds, 
ministry capital investment funds and possibly other special purpose 
funds are to be established and used according to existing legal 
procedures; 


db) A ministry contingency fund is to be designated for consolidating 
unused profits over the plan for transfer of amounts exceeding the 
authorized maximum of VHJ contingency funds; 


c) Maximum limite are to be set for ministry technological development 
and for the ministry contingency funds. Amounts exceeding the limit are 
to be used in the prescribed manner. 


6. in the Area of Bank Credit: 


a) Credit categories are to be established in accordance with the 
planning and financing changes; qualitative criteria for granting 
credits, tied te currency plan criteria and long-term standards are to 
be established; 


db) Dilferentiated credit rating procedures for organizations are to be 
used, taking into consideration the expanded role of internal resources, 
performance since the start of the five-year plan, and the fulfillment of 
efficiency criteria; at the same time it is to be assured that credits 
are used primarily for carrying out specifically established state plan 


6) 
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,&* Lives ala ior Sup) FLitle rete geve pW ite eh beet ' -* pte, feneive 
Viid's so that stagnating or lagging VilJ do net use credit to auto= 
Maticaliy Make up for theulfleient internal asaeet format’ on, 


» Vil falling behind are to be granted consolidation loans outside the 
mua@l credit system under particularly strict conditions (consolidation 
proaram), insuring the elimination of negative tendencies of Vill manage- 
ment, afie with direct ministry participation in implementing the con= 
sOlidation program, 


d) tn general, credit relations are to be organized between the bank 
and the VHJ, taking into consideration the Gegree of centralization of 
authority at the VHJ as established by its statutes and the rationality 
of the credit relations; 


e) Im connection with the changed economic role of credit, the role of 
interest is also to be increased. The effectiveness of interest penal- 
ties and incentives is to be reinforced by tying them more closely to 
personal and collective incentives. The payment of a portion of the 
interest penalties to the compensation fund is to continue as at 
present, and a review of the influence of interest penalties and incen- 
tives on the formation of internal capital funds earmarked for financing 
VJ operations and investment needs (together with the changes in levies 
to the state budget beginning in 1983) is to be made. 


- 


/. in the Area of Financing the Reproduction of Fixed Assets: 


4) Investments are to be financed, in principle, from internal VHJ 
assets and from bank credits through two funds, the capital investment 
fund and the development fund. 





in the event of shortfalls in the planned internal capital formation, 

as required by the five-year plan, the annual implementation plan will 
include investments only to the extent to which the organization earned 
the financial assets to pay for them as compared with the five-year plan; 


b) Centralised construction projects (all capital construction projects 
except fixed-limit investments), including repayments of credits for 
these investments and of credits granted before the period of validity 

of these measures, are to be financed from the capital investment funds. 
The sources for these investments are VHJ profits and depreciation, bank 
credits, subsidies from the principal central agencies and, as an excep- 
tion, subsidies from the state budget, subject to CSSR government 
approval, and other sources (contributions from other investors, receipts 
from the sales of liquidated fixed assets, etc.). Financial requirements 
deriving from shortcomings in obtaining investments financed from the 
capital investment fund (not meeting construction deadlines, exceeding 
budgeted costs) are to be covered fully or partially from the development 
fund. 
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fhe planned and designed technical-economic parameters are to be the 

basic criterion for investment financing from the capital investment funds, 
Therefore, neither credits nor subsidies may be used to finance investment 
projects which do not meet these requirements. Increases in budgeted 

costs are to be covered from internal assets of the investor or by bank 
credit at punitive [higher] interest rates; 


c) Subsidies from the federal budget will be granted only in exceptional 
cases for construction financed from a capital investment fund, and only 
after their approval by the CSSR government, chiefly in cases where it is 
not possible to provide for long-term financing of planned investments 
from in-house resources. The provisions for making grants should be based 
strictly on the established criteria of investment efficiency, observance 
of planned parameters and the fulfillment of other indicators. In case of 
a tailure to adhere to budgeted costs, deadlines, or techno-economic 
parameters, where grants have been obtained for the construction, the 
consequences are to be paid for from the investor's capital and, in part, 
from the development fund; 


d) The development fund is to be used to finance fixed-limit investments 
[i.e., basically, construction costing less than Kes 2 million and 
machinery not included in the construction budget] and the repayment of 
bank loans for fixed-limit investments. This fund is to be used pri- 
marily for improvement and modernization investments. The source for 
financing fixed-limit investments is a standard share of profits and 
capital depreciation determined by the degree of wear of fixed assets 
together with bank loans and, in certain instances, other sources (e.g., 
contributions by other investors, etc.). Central branch agencies will 
insure that the limits of such projects, as established in the state plan, 
are not exceeded during the period of plan implementation; 


e) Investment financing from the development fund is not to be permitted 
in cases where internal financial assets are available but meeting the 
established investment efficiency criteria has not been assured in advance. 
The investment efficiency criteria for the subordinate VHJ fixed-limited 
investments are established by the appropriate central branch agency in 
accordance with instructions issued by the Federal Ministry for Invest- 
ment and Technological Development in cooperation with the State Planning 
Commission, the Federal Ministry of Finance and the State Bank of 
Czechoslovakia. These criteria include mainly: the degree of increase 
in return on machinery and equipment, an increase in shift work, the 
share of gradual improvements, modernization of complete assembly lines 
and elimination of obsolete machinery and equipment; 


f) Deliveries for capital construction are to be billed by the building 
and operation units. A mandatory performance bond is to be posted and is 
to be refunded only after the elimination of all incomplete and faulty 
work; the costs for the elimination of incomplete and faulty work is to 
be charged as a penalty for poor performance according to applicable 
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sLututlen,. tie supplier's vperatio ial FequaremMentls during Che const fuc= 
tion of buildings and operation units are to be covered by monthly pay- 
ments, The conditions for making monthiy payMenite tor whole units and 
quality=inepected work are to be tightened, When the government= 
established deadlines have not been met, the investor will cease pay- 
ments and the operational needs of the conatruction work and technology 
suppliers will have to be covered by credit at 4 higher rate of interest; 


a) The Federal Ministry for Investment and Technological Development, 
the State Planning Commiselon, the Federal Minietry of Finance, the 
Federal Statistical Office, the Czechoslovak State Bank, and the supplier 
ministries are enjoined to deal rapidly with the necessary methodological 
and organizational requirements for planning, accounting, detailed 
reporting, evaluation, and incentive as projects are completed, in euch 

a way that i. becomes possible to try out the system during the next few 
years and implement it during the Seventh Five-Year Plan; 


h) To increase the effectiveness of the investment efficiency and the 
iucentive and penalty system, the following are instructed: 


aa) The Federal Ministry for Investment and Technological Development, 
the State Planning Commission, the Federal Ministry of Finance and the 

Federal Ministry of Labor and Social Affairs, in cooperation with other 
central agencies: 


--To implement the monetary incentive system in the investor, design and 
supplier organizations as follows: 


--in construction specifically included in the state plan, it is to aim 

at deadlines for developing background data and at deadlines for project 
completions and putting the facilities into operation, including inter- 

mediate deadlines, and at volume of work and deliveries; 


--in all construction, at not exceeding (but rather reducing) the bud- 
geted costs; 


--at observing the technical-economic parameters of the investments, 
including price limits on production from new investments which was used 
as a basis for approving the investment; 


--at keeping schedules for scrapping [obsolete] capital assets. 


--To make it possible for supplier organizations to increase the amount 
(volume) of wages payable when they better the planned indicator levels 
of fulfillment of construction work and deliveries according to deadlines 
set for projects specifically designated by the state plan. 


--To make it possible to use as a source for financial incentives a part 
of the reserves saved in the coustruction budgets when the budget 
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expefhses Were not exceeded, deadlines for comslruction were shortened, 
quality ef work and deliveries were adhered to, of technical-economic 
indicators and price limite on products from new investments were 
adhered to or bested, 





-=investors are authorized to negotiate special awards from their 
operating capital for any reduction in standard construction time iimite 
which had been trimmed by 10 percent with contractors who stay within 
the construction schedule specified in the state plan while fulfilling 
their contractual obligations on the other construction. for projects 
established as priority construction, special project completion and 
wage supplements may be granted. for a more marked encouragement of due 
date compliance in capital construction, alternative solutions are to be 
developed as follows: 


-=for early opening of facilities for operations and reduction of the 
standard construction deadlines by a minimum of 10 percent, the con- 
tractors for centralized construction proj. cts may be granted 50 percent 
ot the expected investor profit for the period by which the completion 
time was reduced; 


-=for any violations of the deadlines, the contractors are to be 
penalized and, at the same time, action is to be taken against investors 
and designers for design and territorial preparation laxity; 


-=-price surcharges on modernization and reconstruction projects are to 
be examined to insure that they reflect only realistic cost overruns 
related to the project implementation by the contractors. 


--In the interest of increasing the effectiveness of budgeted construc- 
tions and budgetary tools, a system of technical-economic indicators 

in the production and nonproduction spheres is to be established aad 
given the character of fixed-limit budgetary expenditures, and its 
supplementation and currency is to be insured; for this purpose a bind- 
ing program is to be developed; 


bb) The Federal Ministry of Finance and the Czechoslovak State Bank, 
in cooperation with other central agencies, are to: 


--Introduce penalties for organizations in which imported machinery and 
equipment are not assembled (installed) on time; 


--To support the priority of capital asset construction and modernization 
projects, with respect to new construction, financing is to continue 
being provided to the predetermined extent from operating capital under 
the heading of repairs, modernization and reconstruction carried out 
together with repairs; 
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= itie M@tstication for fifa@neia, epaifea OF lelipeterth saevsete Lom the 
repair tund, formed at the cost of expendicures on tie basis of the 
long-term etandard, is to be carefully weighed and the formation of this 
fund made possible on the basis of central branch agencies proposals. 


i) Toe increase the effectiveness of investment credit, the Czechoslovak 
State Bank is enjoined to take the foliowing Measures! 


-=Inveatment credit will be granted according to the principle of 
recoverability from internal assets and dependent on the return from 
credit investments. The credit policy is to be differentiated according 
to the criteria of effective use and expected repayment of credits, with 
a priority given to insuring the completion of priority tasks of the 
state plan, to supporting the development of progressive sectors (espe- 
clally the export efficieney of export oriented VHJ), and to supporting 
a4 progressive concept of capital investment, especially with respect to 
the share of modernization investment projects and investments in 
machinery in the total investment volume. The credit and interest rate 
differentiation is to be aimed at enforcing the schedules and specifica- 
tions established by the etate plan. The compensation (credit repayment, 
full or partial) for the consequences of failing to adhere to construc- 
tion schedules, budgeted costs and the design parameters of the invest- 
ment projects for which credit was granted (of projects financed from 
the capital investment fund) is to be made, either in full or in part, 
from the development funds (repayment of the loan or a portion of it); 


--An overall credit structure is to be established for investment credits 
for the five-year plan period. During the individual years, this frame- 
work is to be adjusted in a differentiated form according to the results 
achieved by the VJ from the start of the five-year plan in its overall 
management and resource formation efficiency and its growth in labor 
productivity and utilization of long-term assets, on the principle of 
providing credit support for progressive VHJ's. Credit priority is to 
be given, within the scope of the credit, for modernization and fast 
return on investments with easier interest rates. 


--(redits from the koruna and fore:gn currency reserves of the monetary 
plan are to be provided primarily for accelerating the development of 
highly efficient export production while fulfilling the established and 
particularly demanding criteria to ensure a rapid return of koruna and 
foreign exchange assets. The foreign exchange backflow credit is to be 
used to the maximum extent for machinery and equipment imports. 


S. in the Area of Financing Technological Development 
The Federal Ministry of Finance, in cooperation with other central 
agencies, is enjoined to insure that the financing function exert 


stronger pressures on the effectiveness of technological development 
by implementing the following basic measures: 
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a) the BDaghe sources for limancing Lechhbelogicas deve opment lavas afte 
to be the branch and Vill technolopical development funds along with the 
planned use of state budget resources for the financing of state projects, 
runding to finance the technological development tasks may also be 
released on the basis of a statement by the contractor that the plan 
objectives for a sclentific and technological development are tech-= 
nically and economically feasible and, in the cases specified, will be 
integrated into their own financial plans; or, else [the funds may be 
released) on the basis of a preliminary cost and expenditure projections 
and commercial agreements between planners and implementors, insofar as 
they are being accomplished within the framework of supplier-consumer 
relations. (Provisions for the] broader application of the share 
financing of state objectives financed from the state budget from the 
financial resources of the enterprise sphere are to be prepared; 





b) Efficiency indicators for technological developments, which will be 
used in some cases as qualifying indicators for allocations to the 
economic incentive funds and for rewarding supervisory personnel respon- 
sible for technological development results and, in some cases, for 
adjusting the amount of allocations to the technological development 
funds, are to be established. The shares from profits allocated to 
cultural and social services funds and to the development funds of 
industrial organizations in the scientific research base are also to 

be dependent on the indicators of technological development efficiency; 


c) Schedules of technical-economic product useful life, as an objective 
factor for closing down obsolete plants, are to be set up; these 
schedules are to be either shortened or lengthened on the basis of 
results of the individual evaluation of the technological level as com- 
pared to similar foreign products and considering the views of the user; 


d) To reinforce the VHJ monetary incentives, tie use of economizing is 
to be developed in the formation and use of technological development 
funds to reduce the technological development fund formation in the 
future periods, for financing investments by transfers to the develop- 
ment fund, for implementing investments arising in the course of working 
out the objectives of the technological development funds or transfers 
to the reserve fund; 


e) Cultural and educational support organizations of the scientific 
research base are to be transferred to industrial organizations in all 
justifiable cases. 


9. In the Area of Financing Working Capital, the following is established: 


a) Working capital is to be financed differentially, according to its 
classification, from the revolving fund, standing liabilities, opera- 
tional credits, and other sources. Standing liabilities are to be 
included more intensively in inventory financing at as early a stage as 
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at the ftormulation of the fina@nesal plan, Chaiges in anventery ate to 
be regulated (planned and controlled) by an isndicator of inventory 
turnover measured in days. The volume of regulated inventories is to 
be strictly defined; 


n) The inventory turnover in term of days is to be used as a binding 
\ndlcater for regulating the inventories. The binding indicator of 
inventory turnover in days is to be the qualifying indicator for 
rewarding supervisory personnel responsible for inventory development; 


c) The internal revolving fund is to be used for inventory financing on 
the basis of the fund participation rate in the inventories, This is also 
to regulate the financing participation rate from internal assets rela- 
tive to bank credit; 


d) Under certain conditions, a recuction in the revolving fund, arising 
from a long-term reduction in inventory levels, may be transferred to the 
development fund. If the inventory turnover days increase against the 
plan then, at the bank's request, a sum, corresponding to the requirement 
for the increase in the revolving tund, must be transferred from the 
development fund to the revolving fund, Fifty percent of the losses due 
to the physical liquidation of unnecessary inventories may be covered 
from the reserve fund; 


e) Credit use efficiency criteria will be used for granting operating 
credits and for applying credit and interest differentiation. The 
criterion expressing the dynamics of export efficiency will subordinate 
all other efficiency criteria when evaluating a VHJ. Meeting the credit 
use efficiency criteria is decisive in determining the amount and type 
of credit to be provided for progressive, for stagnating and for 
failing VHJ. 


LO. In the Area of Financial Control 


The Federal Ministry of Finance, in cooperation with the finance minis- 
tries of the republics, is enjoined to increase its effectiveness in 
implementing the following measures: 


a) The organization of the financial report preparation as well as the 
aims, methods, and forms of financ al controls used by the finance 
administrations and financial departments of the national committees 

are to be adapted to the type of management tools and to the difficulty 
of meeting the nation's economic objectives during the Seventh Five-Year 
Plan but especially to the fact that the VHJ is the basic management 
link in the enterprise-economic sphere; 


b) Financial controls within the jurisdict (ce finance ministries 
are to be aimed primarily at: 
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--Consistent insurance of administcation and control of the state 
{ncomes, maintenance of economic and financial discipline, and routine 
controle of the fulfillment of the most important qualitative plan 
indicators which effect the relations to the state budget; 


--The enforcement of economic policy intentions, objectives and tasks in 
the area of finance while intensifying economic controls aimed primarily 
at the standards of management, efficiency, cost consciousness, and 
financing of the entire reproduction process; 


--Systematic follow-up on and evaluation of the operation and effective- 
ness of the system of planned management of the national economy, par- 
ticularly in the area of financial-economic tools; 


--An uncompromising drawing of conclusions for violations of economic 
and financial discipline and implementation of effective measures to 
eliminate uncovered shortcomings and prevent their recurrence, as well 
as maintaining consistent control over their implementation. 


ll. Im the Area of Bank Controls 


Their effectiveness in the everyday contact with the organizations is to 
be increased and aimed at the effectiveness of the entire reproduction 
process. To this end, the Czechoslovak State Bank is enjoined: 


a) To reinforce the controlling activity o the bank by increasing the 
role of credit while taking advantage of all banking functions in the 
economy, particularly of financial, credit, and accounting relations to 
accord with the expansion of the enterprise financial base and the 
development of khozraschet [cost accounting] principles in the full VHJ 
and enterprise management system; 


b) In the period of developing the plan proposals, the bank controls 
are to aim at insuring detailing of state plan objectives into organiza- 
tion economic plans, including the resources to finance them. The bank 
controls are to be based on the higher medium-term plan objectives and, 
again, to a greater extent oriented to the VHJ as the basic link in the 
management chain; 


c) In the area of wages, bank controls are to be aimed at adhering to 
the binding constraints on wages payable, particulariy indicators used to 
delimit the amount of the bacic and incentive elements, including 
consequences for low quality production; 


d) The fulfillment of the socia’-control functions of the bank in the 
area of capital investment is to »e based on all phases of fixed asset 
replacement. In accordance with he intents already being implemented, 
that means further intensification and emphasis on the social-control 

function at the stage of preparing new investments and at the point of 
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completion of the construction projects while maintaining Che eatsting 
proven forms Of economle controls during the course of construction, 


e) While controlling the standards of inventory management, the bank 
ls to increase the pressure to insure fulfiliment of the binding tasks 
of the financial plans, a greater emphasis is to be placed on tying 
inventory credits to control of selected type of inventories which are 
of key importance in efficient inventory management; 


f) As a part of its responsibility for implementing foreign currency 
monopoly, and in the role of an agency of social-control in the trade 
sphere of the foreign currency management, the bank will intensify the 
effectiveness of the foreign currency oversight intended for increasing 
foreign currency discipline, the achievement of optimum payment condi- 
tions in the operation of foreign economic relations, promptness in 
collecting (foceign currency receivables, activation of any reserves and 
their mobilization in favor of the state's central foreign currency fund. 
The bank will exercise more intensive controls to insure prompt intro- 
duction of imported machinery and equipment into operations, insuring 
construction preparedness and related technological conditions and 
assembly work, and greater economy in the import of machine components 
and spare parts. 


C. Economic Tools in the Area of Foreign Relations 


are to be aimed at supporting the improvements in export and import 
efficiency, for the development of the overall international division 

of labor and, particularly, for specialization and cooperation. For 

this purpose the State Planning Commission, the Federal Ministry of 
Finance, the Federal Price Office, the Czechoslovak State Bank, the 
Federal Ministry of Foreign Trade and other central agencies are enjoined 
to implement these measures in their individual sectors: 


l. Increasing Effectiveness of the Exchange Policy 


The exchange policy must be implemented in such way as to contribute more 
expressly to the more effective development of foreign relations. 


2. Strengthening Relations Between Domestic and Foreign Prices in the 
Export Sector 


--The current system linking production and foreign trade by means of 
purchase prices ‘.he foreign price, fco [freight prepaid]) to the 
Czechoslovak border, converted to <cs and adjusted by the amount of 
commercial markup of the foreign trade organization is to be retained 
for evaluating export efficiency; fco prices are to be adjusted by the 
amount of interest on long-term credits, i.e., essentially to the price 
level corresponding to spot payments; 
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APovkt ef fli Lees fitefia, iss Lefesaenh prices aiid techaoloegical 
and qualitative parametefs of cOmeting COp quaiity products, afe to be 
vaed in evaluating the quality and technological level or, converseiy, 
the obsolescence of products which already are, or may become objects 
of foreign trade. The resulte of these evaluations are to be 
incorporated into the positive and negative wholesale price adjustments, 
The same export efficiency criteria are to be used in setting wholesale 
price limits, in setting of prices for new products and products from 
recentiy completed investment projects, as well as in arriving et deci- 
sions of wholesale price changes; 





-=During 1980, the price incentive system is to be verified at selected 
Vid (sectors) according to the achieved standards of export efficiency 
ae determined by fco prices [charges prepaid] to Czechoslovak border; 


-~ihe direct participation of industrial organizations in negotiations 
of foreign price adjustments, especially in cases of high technology 
products, and the participation of foreign trade consumer organizations 
in the wholesale pricing of new products intended primarily for export, 
are to be expanded. for the purpose of making use of foreign-price 
criteria in setting the domestic prices, providing the requisite data 
concerning attained prices, price and payment conditions in foreign 
markets, and development of forecasts of [anticipated] changes in 
foreign import and export prices is to be insured. 


3. Strengthening Relations Between Domestic and Foreign Import Pri.es 


in the current system of appraising imports on the basis of purchase 
prices, measures leading to fundamentally greater economy in the 
processing of imported raw and processed materials are to be implemented. 


Longer-term trends in the development of toreign price re:ations are to 
be incorporated into the domestic wholesale prices, especially through 
the plan for price developments. 


4. Financial and Economic Instruments in the Foreign Trade Area 


The system of financial and economc tools is to be designed to tie in 
with the system of export and import price pianning and taking into con- 
sideration the necessity of assuring an increase in actual exports 
coupied with the desired improvement in their effectiveness. The moti- 
vating function is, therefore, to be aimed at increasing exports at 
foreign prices, freight prepaid to the Czechoslovak border, achieved 
both through faster increase in foreign prices (expressed by a rise in 
comparative price indicators), and by increasing the overall volume of 
exports expressed in wholesale prices. 


A toreign trade incentive plan is to be established according to the 
degree of efficiency as measured by the level of the comparative price 
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idet tv bLhe wholesale price), a6 aeeOruing bo the intent of Fegue= 
‘ating Che export etructure with a pronounced preference for exporting 
products manufactured primarily trom domestic faw wateriais and finished 


products with a large share of domestic labor input, those with a high 


share of exports relative to their production volume or, alternatively, 
in the machine tvel industry, accordiag to the increasea in per Kiiogranm 
prices, wien setting the size ot the incentives, the improvements in 
efficieney as well as, to a useful extent, the results of foreign 
exchange costing of other criteria are to be considered. At the same 
time, the minimum level of the comparative price indicator at which the 


export incentives still may be paid, is to be set. This minimum level 
will gradually go up with the increases in foreign market prices. 


sive will be entitled to the full amount of the incentive when it 
insures ‘he fulfillment of planned objectives both in wholesale prices 
md in the tnerease of the comparative price indicator, 


sasic incentive level is to increase progressively, as long as the 
J accepts a higher annual plan oojective than established by the five- 
year plan and fulfills this higher target. The incentives will be 
smaller in cases where exceeding the annual plan in comparison with the 
five-year plan was not anticipated. 


if the VHJ does not meet the annual objectives set by the five-year plan 
(whether in terms of wholesale prices or in the increase of the compara- 
tive price indicator), the basic incentive will, on the contrary, be 
progressively reduced, with the size of cuts determined by any achieved 
increases in exports and efficiency; it will be completely eliminated 

in cases of gross underfulfillment. 


incentive funds will be a source of the fund for export incentives which 
will have a direct effect on the special compensation funds, cultural 
and social services and development funds and the reserve fund. 


In the interest of increasing the incentives for meeting the overall 
five-year plan objectives, part of the incentive is to be tied to the 
fulfillment of the entire five-year plan. For not meeting the annual 
export plan, the overall incentive is to be reduced by an amount cor- 
responding to the size of the shortfall. When the shortfalls are con- 
siderable, an additional penalty is to be imposed in that the VHJ wiil 

be unable to use the export incentive funds to supplement the [regular] 
incentive fund. The entire missed incentive allocation may be returned 
to the VJ in later years, provided that the shortfalls from the previous 
periods are made up. 


An export incentive fund is to be established at the level of the VHJ 
which will use this tool to encourage export plan fulfillments in the 
individual enterprises; in the details of the export plan objectives, 
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the VHJ will provide for grants Co Cie enterprise incentive funds 
dependent on the difficulty of the tasks ana the achieved dynamism and 
efficiency of the exports according to the principles established by 

the central agencies for the VAJ. The use of the export incentive fund 
in to be adjusted so as to allow grants in excess of the standard 
incentive funds (for special compensation funds and the fund of cultural 
and social services), contingency fund (especially for covering losses 
and risks in toreign exchange) and the development fund; the export 
incetive fund is not to be used as a source for capital formation. 


in cases where subdeliveries contribute a significant share to the final 
export goods, the VHJ negotiates with its subcontractors (VHJ) an agree- 
ment on transferring [to them) a corresponding amount of export incen- 
tives. in these cases, the VHJ subcontractors form an export incentive 
fund in the same way as the final goods supplier, and its use will be 
governed by the same rules. 


In addition to the established system of penalties for low quality pro- 
duction, other measures are to be developed [to penalize] for losses due 
to low quality production arising in deliveries for export in which 
these losses: 


--Will cause the industrial organization a reduction in export deliveries 
in wholesale prices and fco prices at Czechoslovak border in terms of 


marketing; 

--Fall completely within the financial management of the industrial 
Organizations and their relation to the state budget will not be 
adjusted by that amount (reductions in levies and increases in grants); 


--Will not be reflected in financial plan proposals for the planning 
year; 


--Will be covered to a greater extent than heretofore from the export 
incentive fund. 


5. Foreign Exchange Incentives in the Area of Exports and Imports for 
VHJ and 0ZO [foreign trade organizations |] 


will be expanded on the basis of the demonstrated level of efficiency 
in foreign currency transactions. 


6. Economic Incentives for Foreign Trade Organizations and Financing 
Activities of the Foreign Trade Organizations 


a) In the Area of Economic Incentives 


The mutual participation of VHJ and 0ZO in the export results is to be 
eliminated and independent incentives for foreign trade organizations 


55 




















bmi roOduced, bie [ore Ah trade or eanidation bei Seika VE ’ juet am thhowme 


tor VilJ, are to aim at increasing export dynatiss ase Measured in feo 
prices, which ta to be achieved boch through an increase in foreign 
prices as well as an increase in the overal! volume of exports: 


in establishing the incentive levels, the same principles will be 
iollowed by 020 as by VilJ, considering, however, the specificity given 
by the distinct character of the foreign trade organizations’ activities; 


=-=The source for foreign trade organization incentives will be the 
vavings on direct export costs (or, possibly, profits from price 
differences in the export trade). Should this export profit be insuffi- 
clent to cover the entitlements for foreign trade organization incen= 
tives, an agreement may be reached with the Federal Ministry of Finance 
and the Federal Ministry of Foreign Trade to use the same source arisin: 
from imports; 


-=-A special export incentive fund which will not be a part of the binding 
profit indicator in foreign trade organizations and which will not be 
subject to profit taxes is to be created. The export incentive fund will 
be the source, to be used according to the directives of the foreign 
trade organization general manager, for transfers to the special compen- 
sation fund and for higher than standard allocations to the cultural and 
socia: services fund as well as capital formation and trade-lose 
compensation funds or, with the approval of the Czechoslovak Commercial 
Bank, for a higher than plan allocation into the revolving fund; 


--Unused resources of the export incentive funds may be transferred to 
other years if, in the judgment of the foreign trade organizations and 
after discussions with the Federal Ministry of Foreign Trade, it is 
determined to be the most effective use for those funds; 


--The general manager may use the resources of this fund to encourage 
export plan fulfillment within the framework of enterprise and personal 
monetary incentives depending on the difficulty of the tasks, the 
dynamics achieved and export efficiency in accordance with the principles 
established by the Federal Ministry of Foreign Trade concerning the 
foreign trade organizations; 


--Foreign trade organizations exporting complete plants (when the 
general rules are not applicable for the foreign trade organization 
economic incentives) are to receive the incentives on an individual 
basis, according to specific conditions, similar to the VHJ deliveries 
of complete plants for export. 


b) In the Area of Financing 


--In the restructuring of commercial surcharges and discounts by the 
foreign trade organization effective 1 January 1981: 
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the principles of the comprehensive festructuring ef wholesaie prices 
of | January 19/77 are applicable; 





=a useful generalization of the commercial surcharges and discounts 
is to be developed; 


e=the profitability among the foreign trade organizations is to be wade 
more equitable while maintaining tre existing level of commercial sur- 
charges and discounts, 


“Generally valid principles for financing foreign trade organizations 
are to be adjusted with regard to the specific conditions of foreign 
trade, 


-=The system of the trade-loss compensation funds is to be adjusted so 
that: 


“=the main source of this fund is the profit from savings achieved on 
direct foreign commercial costs and, possibly, profit from price 
differences and fund transfers from the special economic incentive 
funds ; 


-=the size of the foreign trade organization risk funds will be limited; 


-=this fund will be used to cover risks involved in foreign trade, 
including exchange rate differences; 


--exchange rate differences will be charged directly to the trade-loss 
compensation fund (assets or liabilities); 


-=the Federal Ministry of Foreign Trade will be empowered to make the 
redistributions; 


-=tax liabilities of the foreign trade organizations exceeding the limits 
of the trade-loss fund and, further, the amounts of the tax Liabilities 
arising from profits obtained as savings on foreign direct trade costs 
and price differences will be used as allocations to the ministry trade- 
loss compensation fund. 


D. Increasing Wage Policy Effectiveness 


A fundamental reorientation of the motivational effect of wages must be 
achieved through the consistent enforcement of the merit principle in 
such 4 way that the social and economic standing of every worker is 
fully dependent on his contribution to society. Monetary incentives 
must be linked to financial accountability and penalties. Through a 
significant wage differentiation according to merit, we must assure the 
proportional development of wages and social productivity of labor. In 
order to insure that this happens, the Federal Ministry of Labor and 
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Suchal Altaife, the State Viahhifig GCOlhiesi.on anu otiel ‘entral agencles 
are enjoined to implement the tollowing measures: 


|, In the Area of Regulating the Wage Developments 


4) The basic component of the wages payable must be used to exert 
pressure toward effective management of human labor, The size (extent) 

of the labor force must constrain the VHJ either relatively (propor- 
tionately), according to adjusted value added content, or according to 
another indicator which better expresses Labor intensity of the particu- 
lar activity and the need for the task, or in term of numbers of workers. 


b) In the course of plan fulfillment, the share of the basic component 
of wages payable for the overfulfillment of adjusted value added or other 
indicators ia to be significantly reduced (by an average of 50 percent). 
While absolutely delimiting basic components, direct relation between 
labor productivity and average wages is to be maintained by reducing the 
basic component in direct proportion to the nonfulfillment of adjusted 
value added or other indicators; the VHJ interest in absolute savings 

on labor is to be intensified in selected VHJ by minor cuts or, in some 
cases no cuts at all [in the wages payable}. 





c) Motivation to increase overall efficiency is to be achieved by tying 
the amount (size) of the incentive component to profitability levels of 
production assets (factors of production) established by the five-year 
plan and, to export efficiency of the VHJ which make a significant con- 
tribution to export. Other than a profitability or comparability indica- 
tor may be used if it better reflects the satisfaction of the needs of 
the society. 


d) In accepting a higher level of profitability or another indicator as 
part of the annual plan, the size of the incentive element is to increase 
in direct proportion. For exceeding the planned levels of an indicator, 
the size of the incentive element is to increase at a declining rate. 


e) The failure to achieve profitaoility levels or other plan indicators 
and in cases of underfulfillment, the size of the incentive element is 
to be reduced in three steps, specifically: 


--In the first step (up to 3 percent), linearly; 


--In the next two steps, progressively, so that the entitlement to the 
incentive component (averaging 20 percent of the wages payable) is 
forfeited when the indicator level declines by 15 percent (the reduction 
in the incentive component averages 8.1 percent for every 1 percent drop 
in the indicator level). 


f) Economic accountability and penalties for inadequately satisfying 
the needs of society are to be applied as follows: 
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--Amounts representing losses caused by low quality production (activity) 
are to be deducted from the actual amount of the adjusted value added 

and profit, used to calculate profitability. Similar steps are taken 
when some other indicator is used; 


--The possibility of increasing the amount (size) of the basic and 
incentive components of the wages payable, when plan targets are 
exceeded, is to be contingent upon maintaining the planned sales 
structure, 


gy) The implementation of the results of technological development, 
innovation activity, and increases in export efficiency are to be 
encouraged by modifications (increases and reductions [as appropriate]) 
in allocations to profit sharing funds depending on the technical levels 
and quality of products and services (including preferential treatment 
for fashion novelties and de-luxe products) and on the interest rate 
incentives and penalties and transfers from the export incentive funds. 
The maximum extent of the increase, including transfers, is to be 
limited to a specific percentage of the available wage fund resources 
established by the government. 


h) The function of the special compensations fund is to be altered and 
it is to be reestablished as a special source which could be used within 
the framework of the five-year period as a bond between the results of 
the individual years. The volume (size) of this fund is, therefore, not 
to be established directly and in obligatory manner but formed from 
allocations from profits up to the amount of realized savings relative 
to the available amount of wages payable. Additional allocations into 
the fund may be made as stated in the preceding paragraph. The special 
compensations fund is to be used to defray shares in the economic 
performance and bonuses and awards for results specified in the above 
special purpose allocations. 


i) The possibility of increasing the available amount (volume) oi the 
wages payable in the course of plan fulfillment, regardless of achieved 
results, is to be eliminated to insure a positive incentive wage develop- 
ment. The claims on the wage fund arising from implementation of a 
program's wage policy measures, from exceptionally severe natural 
disasters and from campaign and seasonal work are to be defrayed from 
reserves established at the time of the plan preparation. 


j) The measures against exceeding the planned growth rate of average 
wages are to be cancelled and the deviations from the planned rate which 
correspond to results achieved are to be recognized; the deadline for 
rescinding them will be established at a later date. It is to be 
insured that an increase in average wage due to increased labor produc- 
tivity be clearly reflected in a differentiation of the wages of 
individual employees according to merit. 
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kK) The system of socially regulated wage developments is to be applied 


according to uniform principles at the level of central branch agencies 
and down to the level of the VHJ (or organizations under the control of 
VHJ). The basie links of management (VHJ's) establish rules, within 


their own jurisdiction, for subordinate organizations and subdivisions 
for the five-vear period which will correspond to the principles and 
intentions of socially regulated wage developments. 


2. In the Area of Special Compensations 


a) There is to be a significant increase in the motivating effect of 
the incentive component of wages, with the objective of assuring a close 
dependence of earnings on the results achieved in the fulfillment of 
planned tasks and, thereby, a significant ditferentiation in wages. 


b) Mandatory plan objectives, and the derived technical-economic 
indicators and norms which are used as the criteria of intrasectoral 
and intraenterprise planning and khozraschet [cost accounting], are to 
be established as the criteria (indicators, conditions) for awarding 
incentive components of wages (especially bonuses and special compensa- ; 
tions). The critical objectives of increased efficiency and quality 
are to be given priori.cy and an intensive stimulation, especially, the 
increased effectiveness of foreign currency transactions (increased per 
kilogram prices, the comparison of our product specifications with 
foreign ones, the foreign exchange demands on exports, etc.), the pro- 
duction and economic use of heating oils, energy, fuels, and other raw 
and processed materials in short supply, technological development, 
improving product quality, more efficient use of the manpower by making 
it profitable, in fixed assets and inventories, in the implementation 
of key investment projects in terms of deadlines, technical-economic 
parameters and cost consciousness. 





c) The criteria for granting the incentive components of wages for 
collectives and specific individuals based on quality of work (its 

effect on the results) and responsibility are to be determined in such 

a way that the system of monetary incentives is interrelated and 
encourages the fulfillment of key plan objectives and secures a balance 
between the allocations to wages payable and the size of individual wages. 
To assure this balance, it is necessary to: 


--Reduce significantly the incentive elements of wages (bonuses and 
special compensations) for all employee groups (supervisory, other 
technical-managerial employees anc workers) in the event of underful- 
fillment of an established indicator, and to eliminate them completely 
at a certain level of underfulfiliment; 


--Link the annual bonuses of supervisory personnel to the results 
achieved cumulatively from the beginning of the five-year plan; 











Reduce the bonuses afd special payments bo supervisory personnel 
(including those of managers of enterprise subdivisions) for exceeding 
the obligated limits of wages payable; 





-=[ncrease the average planned level of sharing in the economic per= 
formance with the provision that a reduced formation of the pianned 
wages payable will result in either reduced share pay outs of no pay~ 
ments at all, 


d) The system for the use of the incentive component of wages as an 
integral part of intrasector and intraenterprise management and 
khozraschet is to be refined. The system of technical-economic standards 
and indicators which will make possible the individualization of monetary 
incentives and the linkage of wages, within the framework of khozraschet 
improvements, to the performances of particular intraenterprise depart- 
ments is to be worked out. 


e) Production workers an reign trade personnel are to attain a 
substantive stake in the |. ‘illment of exceptional export objectives 
and in «chieving import reductions through the use of goal-achievement 
bonuses from the fund of the Ministry of Foreign Trade. 


f) In order to carry out the above incentive objectives, the entire 
system of wage schedules is to be centrally regulated in such a way as 
to support: 


--Individual worker efficiency as measured by individualized indicators 
in a system of hourly wages, piece-work and composite and share-related 
wages, bonuses and efficiency incentives; 


--The long-term development of personal proficiency through personal 
evaluations; 


--A substantive stake for collectives in the overall efficiency and 
quality of work through sharing in economic performance; 


--Strengthening of the binding nature of central management directives 
which determine the application of economic incentives for key personnel 
and the basic rules for using wage forms. 


g) Adjustments in the system of wage rates are to be prepared with the 
objective of strengthening the incentives for increasing individual 
qualifications in accordance with the requirements of structural 
changes, technological development and the performance of more complex, 
and more responsible tasks under cifficult working conditions, and to 
applying the following criteria, in particular: 


--More clear-cut show of appreciation of the work of creative technical 
personnel, who consistently achieve outstanding work results, both in 
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terme of wage fate classification schedules and in the wider utLiization 
of individual wages; also, take into account the possibility of further 
qualification and earnings Lnereases for Chose workers who perform the 
most complex tasks requiring a completed secondary ievel professional 
@ducation (maturita); 


intensify the pressure to meet professional standards; especially 
iby requiring] college education, in the interest of raising the quality 
of management and professional work; 


-=Formulate and apply a method of providing for 4a more objective 
appraisal of the difficulty of working conditions, in order to be able 
to differentiate worker wage rates; 


--Diffe catiation in the wage evaluation of work in multishift and con- 
tinuous operations in order to stimulate a more efficient use of capital 
assets, shou ve increased; 


-Awarding premiums, in cases of consolidation of professions, in com 
pletion of a standard amount of work (output) with fewer personnel, for 
instance, up to 30 to 50 percent of wages (given a demonstrated saving 
in the number of personnel) and the possibility of special lump-sum 
payments to workers for the introcuction and consolidation of technically 
substantiated work norms, to be made from achieved savings in wages, are 
to be considered; 





--Worker relocation according to the needs of economic development is 

to be more effectively encouraged and for this purpose concentrate the 
existing methods used to support stability and increase the intensity 

of their motivational effect. 


3. In the Area of Wage Controls 


a) The execution of the wage policy at every level of management is to 
be linked with the systematic evaluation of wage development and with 
control over the effectiveness and compliance with the wage regulations. 
Controls are to be exercised through the management chain so that it 
would take place at every level at least once every 3 years. It is to 
be considered obligatory: 


--By the industrial production units and organizations, to follow the 
wage developments and evaluate compliance with the binding limitations 
on the wages payable, control the effectiveness of the wage system, 

to comply with wage regulations and maintain balance between the 
distribution and formation of the wages payable, take steps to correct 
discovered shortcomings and inspect for compliance, and to keep the 
higher authorities informed about the results of the controlling 
activities; 
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-=By higher authorities, to fulfill the same obligations with respect to 
the VHJ and orgenigations, to regulate and coordinate the control activ- 
ities, evaluate their results and inform the Ministry of Labor and 
Social Affairs about the enforcement and results of the control 
activities, 


Tne Federal Ministry of Labor and Social Affairs is responsible for the 
regulation, coordination, systematic management, and specific objectives 
of control in the area of wage policy; it checks for effectiveness and 
correctness of the procedures in the implementation of the wage policy 
within the area of responsibility of the federal central agencies and 

the SBCS [Czechoslovak State Bank], including the administrations of 
these agencies; similar responsibilities are applicable to the ministries 
of labor and social affairs of the CSR and the SSR within the jurisdic- 
tion of the republics. 





b) The pressure for compliance with the wage and other work related to 
legal provisions is to be increased and the central agencies of the 
federal administration granted full powers to penalize (fine) organiza- 
tions and individuals who violate the directives. To implement these 
measures, appropriate legal provisions are to be proposed. 


E, Increasing the Effect of Prices 


The improvements in the price system, the setting of prices for new 
products, price constraints and price incentives are to be directed at 
achieving a greater production efficiency and higher product quality 
and, in conjunction with these objectives, promoting the khozraschet 
development. 


To this end, the Federal Price Office, in cooperation with the State 
Planning Commission, the Federal Ministry of Finance, the Federal 
Ministry of Foreign Trade, the Federal Ministry for Investment and 
Technological Development, and other central agencies, are directed 
to carry out the following measures: 


1. In the Area of Price System Streamlining 


a) In the first half of the Seventh Five-Year Plan, the wholesale prices 
of fuel and energy resources, certain raw materials and sectors approved 
by the CSSR government* are to be increased by means of a one-time 
wholesale price adjustment in 1981-1982 combined with gradual annual 
increases in the wholesale prices of fuel and energy resources from 1980 
to 1985; these adjustments are to insure minimal price increases by 
compensating for these price effects at the expense of profitavility and 
by establishing a gradual 2 percent increase in the wholesale prices of 
fuel and energy resources within the established limits as a supplementary 
objective in the planned reduction of consumer costs. 





* CSSR Government Decree No 71/1979 
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b) Additional price system rationulization iu Che Seventh Five-Year 
Plan is to be aimed at: 


-=A twowtold application of demanding technical-economic parameters trom 
the foreign economle relations to the domestic system of wholesale prices 
with the attendant consequences on profits so that differences in 
profitability are attuned to the level of prices achieved in the foreign 
markets ; 


--Exertion of pressure to expand effective innovation activity, particu- 
larly by enabling the effects of price increases for fuels, energy, raw 
materials and other material inputs on the costs of the final product to 
be reflected in the prices according to the set conditions only in con- 
junction with an effective innovation in production (in setting prices 
for new products); wholesale prices tor products with excessive 
profitab. lity will be reduced but the wholesale prices of products 

which do not achieve the desired effectiveness |profitability] on 
foreign markets, as well as obsolete or low quality products, will not 
be increased; 





--Price supports in the area of state goal-oriented programs and stimula- 
tion of etfective production structure. 


c) Partial and individual price coanges are to be made in the course 
of routine operations according to their urgency and within the limits 
and powers granted by CSSR Government Decree No 142/1979. 


2. In the Area of Wholesale Price Setting and Price Constraints 


a) Price limits are to be more broadly used as economic instruments 
for affecting the efficiency of innovative processes in the pre- 
production stages; these policies are based on the measures approved 
by CSSR Government Resolutions Nos 214/1977 and 33/1979. 


In setting price limits, their derivation from the ratio of prices in 
the mature foreign markets is to be insured. 


b) In setting new product prices: 


--The use of efficiency indicators resulting from the international 
division of labor to differentiate profiv.ability rates of price incen- 
tives, and price comparison by sectors and product groups that signifi- 
cantly influence the effectiveness of foreign economic relations, is to 
be introduced; 


--Generally at 2-year intervals, in justified cases, the rate tables 
used for setting of prices for new products, corresponding to substan- 
tiated developments in costs, profits and capital intensity and effi- 
ciency criteria, are to be updated, while maintaining appropriate price 
levels in individual organizations; 
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-=iIn setting prices for new machinery and equipment, the maintenance 
of economically justified relations between the prices and the key 
technological (technical-economic) parameters with the objective of 
reducing the cost per specification 1s to be insured; 


--The ministry and VHJ programs for implementing the methods of pricing 
and expansion of specification and standardization forms for setting 
prices for the Seventh Five-Year Plan period are to be updated. 


3. In the Area of Price Incentives and Evaluation of Technological 
Levels and Quality of Products 


a) Regarding price incentives, the Federal Price Office will insure 
that: 


--The rx‘ num rates for price subsidies and penalties are maintained, 
and pr. « subsidies and imposts for products being exported are set 
primari to correspond to the price levels in foreign markets; 


--Price subsidies and imposts in selected, specifically designated 
production sectors, producing primarily for export but where the system 
of product evaluation is not yet implemented widely enough, are applied 
on the basis of export prices without an evaluation; to this end, a 
new category of price incentives relating to the efficiency of exports 
is to be introduced; 


--Price subsidies and imposts are to be expanded to products evaluated 
by the ministerial testing stations according to the state testing 
station standards; 


--Price subsidies and imposts are to be applied in the form of price 
surcharges and discounts on the basic price. 


b) Regarding the evaluation of levels of technological sophistication 
and quality, the Federal Ministry for Investment and Technological 
Development will insure that: 


--The number of evaluated products is increased so that all new products 
announced for mandatory evaluation under CSSR Law No 30/1968 will be 
evaluated at the pre-production stages; for other products, the techno- 
logical level of new products manufactured on the basis of state plans 
for technological development will be evaluated (the feasibility and 
usefulness of the extension of mandatory evaluations of technological 
levels of new products manufactured on the basis of ministerial and 
sectoral technological development plans are also to be verified); 

the scope of the evaluations is to be further expanded with the 
incorporation of ministerial testing stations into the product evalua- 
tion process according to the principles applicable to state testing 
[procedures ] ; 
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--ln the process of determining the classification of a given product 

by degree of quality and technical development, the economic criteria 

are emphasized (for instance, the comparative export price indicators, 
lowering of the standard costs per unit of a key parameter) and condi- 
tions for the two-prong application of price subsidies and penalties, 

and for the effects of incentive funds, are created; 


--The stringency of evaluations and a consistent penalization of obsolete 
products is to be increased. In addition to useful life, individual 
decisions on obsolescence of products being manufactured are to be made 
by use of technical analysis for technical development tasks rejecting 
economically undesirable products, particularly those whose production 

is energy-intensive or those that have a low energy efficiency, and 
products of low export effectiveness. 


c) During the development and evaluation of the national economic 

plan, the State Planning Commission and the Federal Ministry »f Finance 
will insure the use of such procedures whereby price subsidies for tech- 
nically advanced and high quality products will not be included in the 
value indicators (tasks) of the five-year plan but will be included in 
the draft annual plan and its fulfillment; the price subsidies are to be 
included in the value indicators of the five-year plan for fashionable 
novelties and de-luxe products to the extent they were used at the 
starting period. 


4, In the Area of Construction Budgeting and Evaluation of Deliveries 
in Capital Investment 


In setting prices for capital construction, the Federal Price Office in 
cooperation with the Federal Ministry for Investment and Technological 
Development and the appropriate central branch agencies, will insure that 
the following measures are taken: 


--In wholesale price adjustments for construction materials and work 
effective 1 January 1982, the price relations are to be rationalized 
so as to encourage efficient construction; 


~-Aggregate pricing is to be further expanded, so that it becomes 
applicable for all prototype construction projects, for structures and 
production lines being built under a recurring design and, further, 
for all successively advertised prototype production complexes; 


--Conditions enabling the suppliers to negotiate with the investors, with 
the participation of general developers, are to be established; 


--Aggregate prices including trade-loss compensation surcharges based on 
the budgets for construction projects or production systems for the first 
[construction] phase are to be used, provided they were not evaluated 

on the basis of a supplier bid; 
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A Modification in the procedures for selling prices fer AOhslanecare 
ma liinery afd equipment so that they may be get at the + .Filest possidie 
phase of design preparation and so that 4 constant rate of profit may be 
estimated int designated Organizations, taking inte cofsideration the 
inpiicable pian indicators; 


-=Definitive constraints on wholesale prices and iimi's 4 purchase 
prices established by contracting organizations are vu vu for! 


““fonstandard machinery and equipment specified in preliminary cesigns, 
4s ionge as their volume on individual production Lines exceeds the 
eatabdl ished amunt; 


“imported machinery and equipment, the volume of which, in individual 
production systems exceeds the established amount. 


In the Area of Price Controls 
Price agencies and all those involved in price controls are enjoined: 


a) To concentrate price control on the main areas of price policy--the 
operation and evaluation of the effectiveness of price policy measures; 
for this purpose, price control coordination is to be increased, par- 
ticularly in implementing the controle at the intermediate management 
levels; 


db) In the course of price controls conducted by the price agencies, 
measures are to be taken to increase their effectiveness not only with 
respect to compliance with current price regulations but also, in 
cooperation with the specialized control agencies (testing stations, 
surveys), the reasons for inadequate implementation of criteria and 
incentive functions in improving efficiency and product quality are to 
be evaluated; background data and recommendations are to be provided 
for the purpose of improving the price-setting procedures and personal 
penaities and right of recovery is to be invoked against responsible 
personnel; 


c) Comprehensive price controis, in accordance with objectives estab- 
lished by CSSR Government Resolution No 23/1978, are to be insured; 
particularly at the stage of price-setting in the pre-production stages, 
in individual pr ce-setting, and for compliance with price constraints 
and price relations; for this purpose, jurisdictions and accountability 
are to be defined not only for price staff units in developing back- 
ground material for price-setting, but for all professional staffs 
participating in developing the background data for the price-setting 
process. 
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jul . ‘ ‘ ; " a, ¥ : 4 ; 
WPROVING MANAGEMENT IRUANTAALIUN AND MET) 


Wagement Urganigation and the Division of Labor sHetween Lndividual 


Mia ; int non t ie Vela 


tie Nev essityvy of fully appiving techfWological progress and of improving 

ficieney afe quality, the incfreaning scope ana complexity of economi ¢ 
i@vVelopments, the ongoing processes of ape ializaction in and ceatralize=- 
tion of production, and the pressing Need to concentrate efforts on 
cfitical inmovations=-all this requires a redistribution of jurisdiction 
md accountability in sectal production management, the creation of an 
improved organization for the management of industrial complexes and their 
cOMBCitCuent unite, the mastery of he processes of organizational inte=- 
gration afd intersectoral management, ane the application of management 
methods to national economic programs. 





it is, therefore, easential: 


at in the future, branch miniatr.es focua greater attention on the 
formulation of proposals concernins the prospects and objectives of loneg- 
term development, directions in the international division of labor and 
socialist economic integration, structural changes and innovative 
processes in the relevant ministries. The management functions [of the 
branch ministries] in the area of cechnological development, foreign 
economic relations, fixed asset reslacement, overall industrial effi- 
clency and the responsibility for meeting national economic needs with 
production from within their own area of responsibility, is to be 
emphasized. They must recognize and work out the specific peculiarities 
of the individual sectors and differentiate their management and organi- 
gational structures. Simultaneously, it is necessary to assure that the 
ministries use their authority to enforce efficient, high-quality ful- 
filiment of established tasks. 


Economic production units are to be developed as the basic management 
link*® in the enterprise sphere which, as a unit of comprehensive manage- 
ment, is a legal entity; it is a vehicle for carrying out plan and budget 
objectives and subject of interaction with the state budget. They must 
resolve and implement technical tasks and production and economic 
development concepts of their constituent subdivisions. 


Their basic purpose in consonance with the plan is to satisfy the needs 
of national economy in the areas of their competence, to accelerate 
technological progress, to insure continued improvements in efficiency 
and, by merging the interests of tne individual with those of the 
society, secure a planned social development of the entire collective, 
motivate the enterprises and all V4J employees, to achieve the mutual 





* These problems will of course be dealt with for VHJ supervised by 
agencies of the republics that have enterprises located in both 
republics. 
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and socletywide objectives, and to insure the effective application of 
the khograachet principles at all levels go that their results con= 
tribute to the increased efficiency of the entire Vi, 


That planta and enterprises be differentially equipped with the requisite 
authority and responsibilities in situations which are directly related, 
above all, to the fulfillment of tneir production technology, social, and 
khozraschet functions. An intraenterprise management system needs to be 
deveivped, especially in the area of operational planning, to secure the 
creative transference of plant objectives down to the individual work- 
places and to intensify the khozraschet effectiveness as tools for 
increasing production efficiency and quality and to motivate employee 
initiative, 


The current legal and organizational forms of the sectoral enterprise 
and concern are suitable for implementing these objectives; it is useful 
to apply them wherever the necessary conditions for them have been 
created. The existing trust of enterprises structure does not fully 
correspond to the status of basic management link in the enterprise 
management sphere, 


ca « . 


For the purpose of a comprehensive transition of VHJ to the status of 
a basic management link, the competent agencies are enjoined to take a 
number of measures, among them: 


l. Insure that the VHJ of the trust type become, as a unit, state 
industrial organizations with a full legal status prior to 1 January 
1981, with the provision that the status of individual trust enter- 
prises as legal entities will not change during this phase. 


2. Facilitate the gradual creation of conditions for an effective 

degree of integration of management activities in trust type VHJ. The 
competent central agencies will differentiate according to the condi- 
tions of specific economic production units when granting exceptions from 
the above-mentioned Set of Measures during the period until 31 December 
1982. 


J. The management systems and internal relations within the VHJ will be 
designed according to the conditions at the individual VHJ, by a statute 
approved by the appropriate minister; the appropriate regional central 
agencies will modify, by means of binding provisions, the basic condi- 
tions and relations in the areas of planning, financial management, etc. 
between the general directorate and the [individual] enterprises which 
must be reflected in the statutes of the VHJ. 


4. Branch ministries will develop and, together with the summary back- 
ground data for the Seventh Five-Year Plan, submit to the State Planning 


69 











Lutes leon a conmeept tor the otgani#ation of ite prouuction technology 


and research bases for the Seventh Five-Year Pian period, The concept 
will incorporate the objectives aimed at speeding up the process of 
concentration and specialization of research, development and produc- 
tion. The principles of production=technological and territorial organi- 
sation ate to be implemented differentially according to specific condi- 


tions. 


5, Prier to 30 June 1981, the branch ministries, economic production 
units, and enterprises will prepare, in their respective areas, compre=- 
hensive programe of management development which they will implement in 
order to ensure achievement of the objectives of the Seventh Five-Year 
Plan and a continued development of branches, VHJ, and enterprises based 
on the requirements of this Set of Measures <= particularly those con=- 
cerning the VHJ statue as the basic link in management <= and they will 
primarily provide for: 


--Restructuring of the industrial and research base organization; 


--Division of management functions among individual management levels and 
systems; 


--Utilization of computer technology and introduction of computerized 
management systems; and 


--Uniform functioning of socio-political and economic incentives. 


With the objective that, to the maximum extent possible, individual 
management levels become capable of handling their tasks independently 
and under streamlined conditions, with an effective reduction in the 
number of plants managed, and in a most efficient manner. 


6. The State Planing Commission and the CSSR State Arbiter, in coordi- 
nation with the appropriate central agencies, will propose: 


--A partial modification of CSSK Government Directive No. 91/1974 in the 
sense of paragraph 1. above; 


--Overall revision of the legal and organizational form of the industrial 
and research base so as to become effective on 1 January 1983. 


B. Increasing Accountability and Improving Work Methods of Management 
Personnel 


Management effectiveness, and thus the effectiveness of the proposed 
measures in the management system, will be dependent to a decisive 
degree on subjective factors, especially at the level of supervisory 
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personel, tf the demands Made of the functioning of Che economic 
mechaniem increase, then demands on the standard and quality of work 

of every worker and supervisor aleo logically increase, in particular, 
because their activity has a decisive influence on the results of the 
work of the collective as a whole, Professional qualifications, under= 
atood as a complex of poiitical, professional and moral qualities, play 
an ever increasing role in improving the style and methodology of 
manowement, in intensifying conceptualization in managerial activity, 
and in upgrading the quality of decisionmaking. Supervisory personnel, 
a8 representatives of socialist society in the area of their activity, 
must serve as examples of initiative, discipline and adherence to 
principle; they must bear full responsibility for meeting the objectives 
of the subdivisions they manage and for enforcing society's interests; 
they may not avoid conflict situations in decisionmaking, they must be 
critical of shortcomings and at the same time accept and deal with 
critical comments. All problems related to the interests of the workers 
they must discuss with the appropriate trade union representatives. 


in order to increase responsibility and improve the work of managerial 
personnel, the competent directing agencies, in cooperation with party 
and trade union bodies, are to insure: 


1. That a closer link between methods of economic management and 
professional personnel management is forged so that, on the one hand, 
measures originating with the management system create the necessary 
conditions for the effective work of supervisory personnel and, on the 
other hand, that professional, personnel and social work is based on 
the needs for improving management effectiveness. 


2. That a significant increase in responsibility and authority of 
managerial personnel result from the full functioning of the principle 
of a single accountable manager. To this end, a rationally structured 
division of labor between the line and the staff components of the 
management system is to be established. 


3. That a strict delineation of jurisdictions and responsibilities at 
all management levels and down to the individual workplace be made. As 
one aspect of this, regulations and job descriptions are to be developed 
to show the ultimate responsibility and jurisdiction of supervisors. 


4. That all available monetary and professional consequences be con- 
sistently invoked at all levels of management to enforce and control 

the fulfillment of obligations arising from the personal responsibilities 
of the supervisory personnel for the results of organization and sub- 
division activities which they direct. 


>. A coordinated operation of moral, political and economic incentive 
factors on the decisionmaking and actions of the managers with respect 
to asserting the needs and interests of the entire society. 
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, fiat goal-oriented programs management be actually implemented in 
the work of managers and work collectives, 


), Tat @ systematic analyais of the standards of management methods 
and effectiveness and a (possible) reduction in administrative work be 
made so that professionals are used more efficiently to perform the 
Management tLunction, 


8. That planning professional, personal, and social services will be 
introduced in accordance with the following principles: 


a) The baste method of managing the development of professional, 
personal, and social services is in the form of "Programs," "Five-Year 
Plans’ and "Implementation Plans.” 


--Programs for professional, personal and social development are to 
insure comprehensively that objectives and tasks established by the 
policy of the Communist Party of Czechoslovakia in a given area are 
carried out. These programs will serve the function of about 10 to 
Lo-vear forecasts. 





--The tive-yvear plans for the preparation of professional, personal and 
social development contain specific tasks and measures which, for the 
given period, are responsive to objectives established by the programs 
and provide means for their implementation. 


--The annual implementation plans for the preparation of professional, 
personal and social development insure the realization of specific 
tasks resulting from the five-year plan. 


b) Programs and plans insure the following objectives in particular: 


~-Raising the political-professional standards, capability and ability 
of supervisory personnel and the preparation of professional reserves; 


--Insuring a coordinated procedure for implementing the personnel 
recruitment plan and the management of the adaptation process; 


--Creating the prerequisites for the selection, assignment and stabiliza- 


tion of personnel and for evaluation according to the results of their 
work; 


--Application of comradely relations at work locations; 

--Indoctrination and education of employees; 

--The development of the personal qualifications of employees, reinforce- 
ment of social responsibility, legal awareness and socialist determinism, 


reinforcement of socialist labor discipline, development of social 
involvement and strengthening the socialist way of life; 


72 








-The improvement of the working eavironment, and a reouction of Cine 
physical and psychological stress on the employees; 


--|mprovements in living conditions and housing, boarding and emp loyee 
recreation and in facilities for their cultural, sport, athletic and 
special interest activities. 


C, Ceneral Directions in Establishing Computerized Management Systems 


The use of computer technology and econometrics is becoming one of the 
tools for streamlining the development of the system of planned manage- 
ment and increasing the efficiency of the national economy. The basic 
objective of applying these tools and the introduction of computerized 
management systems is to insure a substantial increase in the efficiency 
and a reduction of the administrative load on management, which must 
become the basic criterion for the use of computers in management. 


To increase the effectiveness with which computers are used in manage- 
ment of the national economy, the appropriate agencies and organiza- 
tions will insure that orientation is provided for taking advantage of 
computer technology in the following areas: 


l. Instituting computerized system of planning budgets in accordance 
with the measures for improving the effectiveness of national economic 
planning; 


2. The comprehensive use of computers in management of supplier- 
consumer relations throughout the entire national economy with the 
objective of improving the equilibrium and making possible the control 
of commercial agreements and a smcoth flow of supplies. This area is 
to be clarified and implemented by the gestor supplier VHJ [acting as 
coordinating managers] under a systematic direction of the appropriate 
central agencies; 


3. The establishment of computerized information systems which will 
make it possible to follow and evaluate the effectiveness of the 
replacement process as a whole. 


In other areas, the installation of computerized systems of management 
is to be based on the tasks established by the measures in [the area of } 
the organization of management anc the division of labor among the 
individual levels of management. At the same time, provisions are to 

be made for: 


4. The computerized systems of enterprise management and computerized 
Systems of technological processes to be carefully coordinated. 


>. The building up of a unified cata base and the development and use 
of standard solutions for intersectoral activities enabling the 
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integration of the individual levels of computerized system of manage- 
ment, 





6, the major prerequisites for the use of computers in the said areas 
are to be: 


a) The reinforcement of the coordinating functions of the computerized 
management systems of the highest level organizations of a regional 
character and their tasks in installation of computerized management 
systems for the branch agencies; 


b) An increase in the systematic, centrally influenced process of the 
installation of computerized management systems; 


c) An .rventation of research on computerized management systems toward 
clarifying the status of computerization in improving the system of 
planned management and toward developing long-term forecasts for 
installation of computerized management systems. 


D. Improving the Information Systems 


For the purpose of securing the tasks deriving from the Set of Measures 
for Improving the Planned Management System and to improve the informa- 
tion system, the Federal Statistical Office, in cooperation with the 
competent agencies and organizations, is enjoined to: 


1. Intensify the analytical activity aimed at a more thorough clarifi- 
cation of the causes of social-economic phenomena; for this purpose, the 
data inputs in all information systems are to be improved to enable a 
Systematic analysis of the individual factors affecting increases in 
efficiency and effectiveness of the replacement process as a whole; 
systematic comparison with international developments is also to be 
insured. 


2. Insure [the availability of] information in the form of statements 
only to the extent required for compilation and control of the state 
plan, keeping the development of the economy and the society under 
review, and for the [functioning of economic tools]; the system of 
social-economic information should also be adapted to reflect changes 
deriving from the main directions of improving the management system in 
individual sectors; the controls on plan fulfillment are also to be 
improved in this respect to provide for evaluation on the basis of 
multiple factors. Other information required for understanding social 
and economic developments is to be provided by other forms of statistical 
monitoring, particularly selective surveys which would bring about a 
reduction of administrative requirements throughout the national economy. 


3. The system of social-economic information is to be screened and up- 
dated with information necessary for solving pressing new problems in 


74 








the area of soctal-economic development; at the same time, redundant 
information should be eliminated, primarily through selectivity, and 
should be sorted so that it is received only by the management levels 
naving an actual need for the information; accordingly, the current 
extent of statements and reporting is to be modified at all levels and 
& streamlined system for reporting in the Seventh Five-Year Plan 
developed; the information system of the VHJ, as the basic management 
link is to be insured. 


4, The ministerial information systems projects developed in 1975 in 
compliance with CSSR Government Resolution No 20/1973 and supplemental 
CSR and SSR government resolutions are to be up-dated; streamlining 
measures insuring a reduction in administrative load are to be imple- 
mented and tied to the introduction of a computerized management system. 


9. Analytical and publication activities are to be analyzed in terms 
of the needs of the individual levels of management, particularly when 
evaluating the effects of management tools and primarily in the key 
areas of technological development, foreign trade, capital investment, 
and the efficiency, quality and economy of production. 


6. In statistics, in addition to operational controls for annual plan 
fulfillment, introduce a cumulative evaluation of the five-year plan. 


7. A plan for creating a territorial net of computer centers for the 
state administration in accordance with the principles and requirements 
for the installation of computerized management systems is to be 
developed and inplemented. 


8. The procedures to be followed in decisionmaking involving the 
regional information systems, establishment of data bases and 
standardized special purpose data banks are to be coordinated; for this 
purpose, the subject contents of the indicators in planning, statistics 
and accounting are to be systematically consolidated; the unit sets are 
to be uniformly defined and existing unjustified exceptions eliminated; 
the uniform statewide codes and classifications are to be strictly 
followed. 


9. Im the area of data collection, transfer, processing and distribution 
standardized, regulated and unified data banks and data flows are to be 
introduced and standardized program elements used; a progressive change 
to a selective data distribution according to the user needs is to be 
made. 


19. In the system of scientific, technical and economic information 
the consistent introduction of factual and documented information and 
its practical use in managing all aspects of the replacement process, 
in particular that of the technological development, at all levels of 
management is to be insured. 
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uw. Improving the Control System ia the National Leonomy 


in order to improve the effectiveness of control at all management levels, 
the competent agencies and organizations will insure that during the study 
of the decision and its implementation, the controls provide the manage- 
ment and supervisory personnel wits objective information concerning the 
fulfillment of tasks, reasons for any departures from them and the use 

ind effectiveness of established direct and indirect management tools, 

in order to effect the application of lasting remedies to any short- 
comings and to enforce following tne principles of efficiency in the 
process of formation and use of resources increasing the quality of all 
work and responsibility, discipline and order, 





lo achieve this goal: 


|. In the area of controls, carried out by the management and the 
supervisory personnel within the organization, and in relation to 
subordinate organizations [the following measures are to be carried 
Out}: 


--Both personal controls and those exercised by subordinate units are 


to be directed at the key problems of efficiency, quality, conservation 
of resources and at uncovering and utilizing in-house resources and 
reserves, 


--The realization of accepted tasks is to be assured through the effec- 
tive exercise of controls according to the delimitation of rights and 
responsibilities, and consistent implementation of the division of Labor 
ind enforcement of the resulting responsibilities; 


--It is to be insured that the findings and results of the control 
inspections, especially concerning causes and infractions, are used to 
correct problems in carrying out the established tasks, to make rigorous 
evaluations and improvements in the quality of work of the subordinates, 
managed units, and organizations, and to draw strict consequences for 
not meeting the specified requirements, including the timely assertion 
of demands for damage compensation and the use of property sanctions 

and other financial penalties; 


--Make it a duty of all management personnel to cooperate actively 

with the control agencies in ascertaining the reasons for shortcomings 
and the persons responsible. Make the supervisors personally accountable 
for any shortcomings determined by the control agencies. 

2. For the rational functioning of the improved system of management of 
our national economy, it is desirable that specialized departments, 
particularly in the area of the use of planned management tools, finan- 
cial and khozraschet relations, wage and price policy, technological 
development, innovation and quality production as well as fixed asset 
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replacement, act effectively on the basis of intormation feedback on 
the use of management tools; for this purpose, their control activity 
{s to concentrate on: 


--The systematic and meticulous comparison of achieved results with the 
established objectives, tasks and manner of their fulfillment alony the 
entire management chain, elimination of undesirable deficiencies and 
correcting problems; 


--The thorough investigation and analysis of the reasons for differ- 
ences between the prospering and lagging enterprises and sectors with 
the objective of using the favorable results and experiences to improve 
management and increase labor efficiency in the lagging enterprises; 


--In the central agencies, on tasks of a conceptual nature and on the 
functioning of management tools in their implementation according to 
specific conditions of the branches and sectors; 


--Improvement of periodic management reviews; in this sense, the CSSR 
People's Control Committee and the Federal Ministry of Finance, in 
cooperation with competent agencies, will develop effective plans. 


3. Improve the control system within each organization so that it func- 
tions objectively and efficiently and so that the activity of individual 
controliers is uniformly administered so that their conclusions may be 
applied by the organization manager to reinforce the integrity of the 
decisionmaking, executory and control phases of the management process 
and for a consistent and effective enforcement of order, responsibility, 
and discipline. For this purpose, the status and activity of the con- 
trol units is to be modified and directed at: 


--Checking the implementation of important decisions and directives of 
the organization manager and at meeting the main objectives which are of 
a critical importance in the branch or sector, for the development of 
the national economy; 


--Organizing controls, carried out by the specialized units in the 
organization and subordinate organizations, and aimed at basic problems 
of entorcing conservation and efficiency, taking advantage of techno- 
logical developments, increasing product quality, improvement and 
utilization of all types of standards and constraints, and other tools 
and incentives secving to strengthen khozraschet relations; 


--Making the necessary coordination in the preparation and realization 
of the plans of the control activity of all subdivisions within the 
organization and subordinate organizations and external control agencies 
and organizing the preparation of comprehensive assessments of the 
reasons for differences between the well-functioning and lagging VHJ 

or enterprises; 
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--Providing the organization managers with recommendations on measures 
needed to eliminate any disclosed deficiencies and to foster assumption 
of responsibility by the appropriate organization or subordinate organi- 
zation personnel; 


-~Increasing the effectiveness of all controls in the organization and 
subordinate organizations and applying demanding criteria in their work. 
Evaluation of information concerning the internal control system and 
external controls and submission of necessary recommendations to solve 
specific problems and improve the control activities. 





4. To underline the significance of the effects of controls by external 
agencies, objectives for this purpose will have to be established in the 
following areas: 


--Intersectoral central agencies will examine, systematically and in 
coordination with each other, the key and the critical areas of the 
management system as well as the systems of direct and indirect [manage- 
ment] tools and objectively evaluate their practical application, 
especially in the areas of planning, finance, technological development, 
prices, wages, interest rates and credits, and their effectiveness in 
fulfilling the development objectives of the national economy; they will 
insure that shortcomings are corrected, that they act on the mobiliza- 
tion of internal resources and potential and, as an objective government 
agency, present the government with a program of measures to be taken; 


--Specialized control agencies will check up on and objectively evaluate 
the quality of products and services, the efficient consumption of 
energy and raw materials, the quality of living and working environments, 
and the effective implementation of these tasks, etc., and will apply 
high technical and, depending on the conditions set for the job, economic 
criteria facilitating a comparison with advanced Czechoslovak standards 
but, above all, with those set by the world markets; 


--To achieve greater effectiveness in their controls, these agencies 
will generalize their findings and communicate them to their own 
Supervisory agencies and agencies managing the inspected organizations 
and act to insure that corrective action is taken in respect to the 
discovered shortcomings. 

5. The CSSR People's Control Committee, as a central agency of the state 
administration in the area of controls and an objective government audit 
agency, will insure that the system of people's controls and the entire 
audit system have a positive effect on the timely and efficient accomplish- 
ment of established objectives, on the solution of problems which arise 
and on the behavior of agencies and organizations under their control 
trom the view of using the tools of effective management system, to 
maintain order and discipline and safeguard the interests of society. 
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‘ue specific work of the people's control committees is to focus on Lhe 
key questions of the development cf national economy, selected tasks of 
the state plan, at a more efficient valorization of raw materials, fuels, 
and energy, full use of long-term assets, growth in labor productivity, 

a more efficient assignment and utilization of the labor force, accel- 
eration of technological progress, providing domestic and foreign markets 
with the needed goods of required quality and assortment, and at the 
economical and high-quality accomplishment of tasks in the tertiary 
sphere [services], 


[In upholding the interests of the society and tightening management, 
order, and discipline, the people's control agencies: 


--Will proceed systematically and uniformly, particularly in enforcing 
permanent corrections and will make use of and increase the participa- 
tion of the workers in the controls; 


--Will orient the activity of the other control agencies and units at 
the basic questions of the development of the national economy and of 
the whole society and at enforcing efficiency and the fulfillment of key 
tasks in the individual branches and sectors; 


--Will insure, within the area of their competence, the mandatory 
coordination of specialized control activity with the other control 
agencies and units, integrate their procedures in controlling the ful- 
fillment of significant objectives established by the government and 
other relevant measures and jointly organize the control activities. 


The main directions of the control activity and the basic control tasks 
of national economic significance for the people's control agencies as 
well as for the ministries and other control agencies will be estab- 
lished by the government on a recommendation of the competent people's 
control committees. 


The people's control committees are enforcing highly demanding criteria 
in the work of all elements of the control system so that the main and 
fundamental causes of shortcomings and the persons responsible are 
determined during the controls and that lasting corrections of undesirable 
conditions are made, and the results of the control findings are used to 
improve management. The people's control committees further review the 
individual elements of the control system, apply the controls in 
accordance with the interests of the society and the needs of the 
improved system of planned management of the national economy, evaluate 
the effectiveness and efficiency of their work and make other necessary 
arrangements to eliminate weaknesses and shortcomings in the control 
system. 
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bs PUELN@E Li behokbica@bbon aha sMoPovemenl of bbe VUab bly ol wolnel 
Participation Ln Production Managenent 


An inseparable component in improving the system of planned management 
must be the continued intensification and increase in the quality of 
worker participation in the enterprise and VHJ management, in improving 
the organization of work, reinforcing the Lncentive system, and in 
utilizing resources earmarked for the economic, social and cultural 
development of the collective. This presumes a systematic improvement 
in the principles of democratic participation of workers in management. 
In this way, the share of the workers in the implementation of CPCZ 
economic policy will be increased, 


Under the leadership of the Czechoslovak Communist Party, together with 
the Revolutionary Trade Union Movement and in cooperation with the Union 
of Socialist Youth and other social organizations, will take advantage of 
all possibilities and approaches which motivate worker initiative and 
intensity their participation in management. 


There must be a systematic increase in the responsibility of industrial 
leadership to utilize worker suggestions and recommendations. Above all, 
the quality of productica consultations must be improved and additional 
approaches for worker participation in management Jeveloped. The authors 
of justified comple ts and suggestions must be protected from being 
discriminated agains by those being criticized and those who favor 
obsolete Labor procedures and methods. 


Worker initiati:.2 must be developed, organized and directed toward the 
qualitative pl.o indicators, increase in product quality and exportabil- 
ity, conservecion, and a higher valorization of raw materials, energy 
and materials in process. 


The role of collective contracts and specific agreements between the 
industrial leadership and worker collectives, aimed at maximum resource 
formation and its distribution according to socialist principles is to 
be increased in order to improve working and environmental conditions 
for an all-round development of individuals. 


Worker participation in management is to be developed primarily along 
the following lines: 


l. Worker Participation in Plan Preparation 


A fundamental reorientation in organizing worker participation in the 
preparation of five-year and annual implementation plans is to be 
achieved. Workers are to be persuaded to take an active role in 
counter-planning during the formulation of the annual plan proposals 
based on objectives, constraints, and economic conditions with the goal 
of raising the five-year plan targets for a given year through the use 
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preparations of Che pian pFoposas ot a8 


| we More efficiently the period prescribed for the formu.sation of 
pian Oropogals, to acquaiat work collectives and individuals with the 
sbje tives of enterprises, plante and plant shops, to assure the widest 
poseivle worker participation in discussions of the annual pian pro- 
posals. Specifically to instruct competing collectives, sociaiist work 
brigades, expeditor teams, inventors and innovators and outstanding 
workers (holders of national and branch awards) who distinguished them 
selves by uncovering potential internal reserves and in the search for 
methods to insure more ambitious objectives; 


--To negotiate with the competent union representative the plan proposal 
and his views on it which form an inseparable component of the pian 
proposal submitted to a higher management level. The competent manage- 
ment body is, in turn, required to inform the union representative of 
the extent of implementation of his views; 


--Simultaneously with the preparation of a plan proposal, a proposal for 
the mew collective contrac’ is also to be prepared. The results of 
public semi-annual control surveys of plan fulfillment, collective 
contracts, and socialist pledges in particular are to be used; 


--Along with the plan proposal, prepare and negotiate with the union 
representative the main directions of worker initiative cevelopment for 
a given period, including the assignments of socialist work brigades, 
comprehensive rationalization brigades, the inventor and innovator 
movements, and provide for their breakdown in terms of the specific 
onditions of the plant shops, coliectives and work sites. The condi- 
tions for their implementation are to be systematically developec. 


#orker Participation in the Implementation and Control oi Economic 
Fulfillment 


Aaa forms of worker participation in production managem nt and work and 
inventive initiatives must be consistently taken advantage of in the 
implementation of economic plans, specifically: 


--in c.ose cooperation with the Revolutionary Trade Union Movement, the 
Organization of production consuitations in terms of their preparation, 
process.ng@ anc impiementation of worker suggestions anc comments is tc 
€ improved. The program of production consultations uid be syste- 
matically oriented toward critical production tasks. The production 
Suitationr are to be well pianned and organized according to their 


» 
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" $Ou1ar, Cite ife ff ‘ paisa s wi Erie ( pats w protes= 
i efeontiie.: Yhione , 
nf fhai : Laliat competit: ih. = +) tte mit $ > e eet tite jua@sity of aii 
wOfe afe ¢ e Ofgahidéed. 
Competition between individuals, [actorfice ane enterprises must be 
Jeveioped On the basis of compartab.e sfeic alors. ror Chis purpose, 


specific conditions for the competition, the ontrols, evaluation and 
winner appraisal must be established: 


"ea Gui ferment Of Lie a¢ L4.,i6t ¥ ue Rge® vi aittee uae B®, f Liectives, 
piante and enterprises are to be raised that they reflect the share 
these »roups have in meeting the p.ah objectives, in implementing 
| 


counter=-piane and taske undertaken in addition to the plan. Enaterprise- 
wids rf plantwide) pledges must be based on individual and collective 


-=llipher standards are to be set and greater respons.diiity for meeting 
he objectives of the national economic pian are to be established when 
making joint socialist pledges in the area of capital investment, linkage 


of science with production, satisfving the requirements of the foreign 
and domestic markets, and in insuring a high quality of finished products, 


“* 


--international socialist competition for the support of the comprehen- 
sive program of the CEMA member countries, for the ftulfiiiment of 
objectives for socialist countries which derive from the mutual division 
of labor and cooperation, competition between enterprises and institu- 
tions which produce the same or closely reiated products, carry out 
cooperative construction projects, and cooperate in investment, cesign, 
research and other projects, is to be developed in enterprises, plants 
and Organizations; 


--The all-round development and an increase in the quality of the 
socialist work brigade movement, comprehensive rationalization brigades, 
innovator and inventor activities, and indivicual and collective 
Suggestion programs by technical engineering, scientific and manage- 
ment personnel, is to be carried out; 


--Advanced experience and work methods and their expioitation in daily 
operation are to be purposefully studied, publicized and implenented. 


sJroad worker participation in controlling pian fulfillment and their 
active cooperation in the elimination of existing shortcomings must be 
insured. in addition to the experience of the worters, economic 
analyses, statistical data and information furnished by the Czechoslovak 
State Bank must be used in these individual controls. In this vay, 
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iWMitiOtie afe te be feated {OF Liicfeased werke! 1F 4 us © oOVeF the 
tive evaluat f achLleved fresauite 16 Ghia efie 
Wifect Wofeer parti pation iff svetematic Ontro:s of the fusfisament 
; t pia ali Ollective contracte, the @vaiuation and the appraisa: 
; ieved fresulte is to be coOfisistentiyvy encouraged aa ah iftseparadic 


ymMpPenetit 7 anagement Ad tivity; 


Ae provided for in the law of MON | Revolutionary tirade Vnaion Movement), 
workers involvement in the process of applying the form of seciai con= 
tro.s are 6 be discussed with the appropriate union representatives in 
addition to the forme of Mutual cooperation. Gontroie must be oriented 
Srimariivy toward uncovering potent.al resources for increases in iabor 

roductivity and the efficiency and quality of production. The rights 
f the unions contained in the resoiution of the Fourth All-\nion Con- 
grese and other legal provisions are to be consistently recognized, 
persistent attention devoted to the controls of the plan for professional 
preparation and personal and socia. development; 
-—Publi ontrole of adherence to socialist legality, labor and techno- 

gical discipline and of the util.zetion of important machinery and 
equipment must be carried out. increased attention must be devoted to 
juestione relating to the work environment, safety and health sainte- 
nance on the job; 


tatistical procedures reiated to the development anc resuits of wore 
initiatives must be improved. 


reer Participation in the Evaivation of Achieved Kesuite 


ihere must be 4 consistent application of sociaiist principies of compen- 
sation and the creation of conditions for a permanent increase in ef fec- 
tiveness of financial and moral work incentives and for strengthening 
their dependence on the achieved work resuits of collectives and iadi- 
vidual workers. in relation to this: 

“Approaches to Mutual cooperation @8 weii a8 specific form of broad 
worker participation in the preparation and impiementation of a.i basic 
Wage-Telated political measures must be worked out with the appropriate 
mion representatives. increased attention must be devoted primarily 
to their participation in the eiaboration of more precise wore 

incdarcs anc crileria a8 the esseatiais conditions for a justified wage 
differentiation; 


-The ectiveness of financial and mora. incentives must be publicis 
evaiuated. The nsequences of fulfiiling or failing to fulfill planned 
object. ves in terms of volume, Gu@iity ane procuct mix under the personal 
anc coilective incentive system Gust be expiained to the workers; 











se fn rpurfativof Of the elftectse Of eehts vs af wlaaheO@ea, espe 
Clal ror TKR Quality, inte a specific theent. ve asyatem Must be 
insured, thus productig a direct gupe ndence Of financtal ineeitives te 
pertinent wi rk collectives and liudividuaies; 


ihe Fodle f the moral appfaiea!t of the wofs petiormance ol individuals 
WiG wort Liectives Must be signibicantiy increased, if thie Fegare, 
the value of work appraisals of worker collectives in terms of Red 
banners Must be increased; 


-=There must also be a gradual introduction of evaluations for manage= 
ment personnel according to the results in their development and in the 
contributions made by the creative initiative of the workers. 


ile | overament, in cooperation with the Central Council of the 
irade \nions, in the apirit of the principles for improving the system 
of planned management of the national economy after 1980, will evaluate 
the background data received earlier and will adjust them according to 
the hanged conditions. 


At the same time, it will discuss the recommendations on new neasures 
for intensifying worker participation in management and for further 
jJeveloping the worker initiative. 


., Adjustments to and isprovements in the Economic Provisions of Law 


\e A part of improving the planned management system of the national 
economy, an immediate comparison of measures established in the earlier 
parts of this document with the curreatly applicable regulations will be 
made and the necessary changes in legal provisions gradually introduced 
so that the law will not only be responsive to national economic changes 
deriving from these measures, but also act forcefully to effect their 
implementation and thus foster continued positive development of our 
society. 


The responsible agencies are enjoined particularly: 


1. To prepare on time recommendations for the updating of the com 
mercial code and the law on national economic planning to become effec- 
tive no later than 1 January 1983 in order to improve the efficiency of 
pianning, accounting, the contract system and the system of contract 
penalties and legal adjustments of commercial agreements, particularly 
in the area of import and export, research and development and the 
resolution of some questions falling into the area of the organization 
and management of the industrial technological base. 


2. For implementing the new elements of the svstem in the area of 


planning, accounting, and negotiation of supplier-consumer relations in 
the planning process and the contracting system, a new directive on 
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wcounting and the negotiation of contractor=conaumer relations in tie 
planning process which would supersede the current State Planning Com 
Mission and State Arbiter Decree No 33/1975 of the Collection of Laws 

ia to be published, 


), Systematically and purposetuliy, we must simplify legal procedures 
and reduce the number of legal provisions, provide 4 clear view, coordi- 
ation, comprehensibility, and relative etability. Legal provisions are 
to aseign specific duties, and delimit more consistently the jurisdic- 
tion and responsibility of the individual Levels of management, agencies, 
aid organizations for honest and timely fulfillment of planned tasks. 


4, By no later than the end of 1931, insure the publication of a minis- 
terial or a branch collection of the generally binding legal provisions 
ipplicable within their scope of activity as well as to the needs of 
profeseionale in the agencies of tne federal administration and economic 
management. These journale are to be updated annually. 


»» Effective with the beginning of 1962, provide for systematic 
analyees of the currency and effectiveness of the legal provisions pub- 
lished within ite area of activity with the objective of eliminating 
obsolete and out-of-date legal provisions and to improve the system of 
legal procedures in economic relations. 


CSO: 2400 END 


55 











END OF 
FICHE 
DATE FILMED 


( red ~ OER = \ ARe , 





Y:-11 
LEDKE 





